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COSTS AND DELIVERY OF HEALTH SERVICES
TO OLDER AMERICANS

THURSDAY, JUNE 22, 1967
U.S. SENATE,

SuscoMMITTEE ON HEALTH OF THE ELDERLY
OF THE SPECIAL COMMTITTEE ON AGING,
Washington, D.C.

The subcommittee met at 8:45 a.m., pursuant to call, in room 1318,
Senate Office Building, Senator George A. Smathers (chairman),
presiding.

Present : Senators Smathers and Moss.

Committee staff members prosent: William E. Oriol, staff direc-
tor; John Guy Miller, minority staff director; J. William Norman,
professional staff member; Dr. Austin B. Chinn, consultant; and’
Patricia G. Slinkard, chief clerk.

OPENING STATEMENT BY SENATOR GEORGE A. SMATHERS, CHAIR-
MAN, SUBCOMMITTEE ON HEALTH OF THE ELDERLY

Senator SmaTurrs. The meeting will come to order at this bright
and early hour. Of course, Senator Moss and I have been working for
an hour or two already today.

As we begin today’s testimony—the first to be taken at several hear-
ings on the subject of costs and delivery of health services to older
Americans—I would like to say that even with medicare paying a
major part of their bills, many older Americans find that health serv-
ices are still too costly, or too remote, or too forbidding for them to
use.

The elderly are the major victims of the gap that exists between the
kind of health care American medicine can provide and that which is
available. The prevalence among the elderly of a high chronic disease
incidence, drastically reduced income, frequent lack of transportation
to services, and a fatalism that equates each passing year with worsen-
ing health, is clear evidence that a callousness exists in our society in
regard to health problems of the elderly.

think, too, that there is a great gap between what we say we want
in the way of health services for all Americans and what we actually
have. Perhaps this gap is due to selfishness or unawareness. I prefer
to think it is the latter—though I might be wrong in light of the state-
ment made by the new president of the American Medical Association
at its annual convention on Monday. He seemed to oppose any Gov-
ernment health program on the unds that such programs are
socialistic. I think every responsible citizen—if he chooses to be dis-
cerning—can make finer distinctions than that. We all recall when
social security itself was called socialistic.

1



2 COSTS OF HEALTH SERVICES TO OLDER AMERICANS

The subcommittee will investigate our progress, or lack of it, toward
several of President Johnson’s health goals outlined in his January
address on older Americans; and we will also ask many questions.

I am quite pleased that we are beginning our questioning only a
week before the first of the National Conferences on Medical Costs.
Our deliberations should help assure that the problems of the elderly
receive adequate attention at the conference. More than that, I believe
that the subcommittee and the conferees will benefit from exchanges
of opinion and information.

In this introductory hearing, we can hope to sound only a few themes
and gather only a small part of the information we need. But we are
happy to say we have received wholehearted cooperation from the
Department of Health, Education, and Welfare and from distinguished
witnesses with much to tell us.

T would also like to say that, as former chairman of the Committee
on Aging, I am pleased indeed to be able now to continue one part of
the work of that committee, as the new chairman of our Subcommittee
on Health of the Elderly. The new chairman, Senator Harrison Wil-
liams, has been both energetic and encouraging in showing his interest
il}ll the work of this subcommittee, and I appreciate his cordial leader-
ship.

I particularly appreciate the presence of the distinguished junior
Senator from Utah, Senator Ted Moss, who has long demonstrated
his interest in the problems of the elderly.

Senator Williams.

STATEMENT OF SENATOR HARRISON A. WILLIAMS, JR., CHAIRMAN,
SPECIAL COMMITTEE ON AGING

Senator WiLriaMs. Mr. Chairman, I want to take just a minute or
two to comment on the timeliness and importance of the study you are
initiating today.

It it quite apparent, I think, that in the wake of medicare we in this
Nation are finally willing to reexamine our health resources and to
determine whether widespread reorganization of health services is
required.

And I might add that medicare’s first birthday, now almost upon
us, is as good a time as any to admit that health services for many
older Americans today are minimal, marginal, and miles away.

Congress and the public can feel proud about the good done by
medicare, but if anything medicare’s record should make us wonder
how we got along without it for so long.

Latest statistics show that 4 million persons had inpatient hospital
services under medicare during its first year, and hospitals received
$2.4 billion for those services.

H(ime health services went into action and served more than 200,000
people.

And, under medicaid, 25 million bills have been paid.

We can take comfort from that record, but a nagging question
persists : How many individuals thus helped by medicare would have
gone without hospital treatment if such programs had not existed?

And further, what services are still unavailable or too costly be-
cause we have not yet really mobilized medicine to help many of
our elderly and others who need it the most ¢



COSTS OF HEALTH SERVICES TO OLDER AMERICANS 3

As I understand it, Mr. Chairman, your subcommittee has already
heard from many medical experts and others who believe that older
Americans are major victims of present deficiencies in our health
services.

Medicare after all, merely helps pay for hospitalization. It has
little to do with the fundamental organization of health services. And
it is because of deficiencies in organization that costs continue to
increase.

Isn’t it wasteful, for example, to require individuals to cross entire
cities by bus in order to get an X-ray or some kind of laboratory test,
when neighborhood health centers could provide one-stop service
more efficiently ?

And who suffers most from shortages of physicians or other health
professionals? Those with limited income, and we should know by
now that the income of most persons past 65 is just about half of
what they earned before they hag toretire.

I am sure that the subcommittee has many other questions to ask,
and I will not delay your deliberations any longer. Senator Smathers,
you have begun a challenging and very worthy inquiry. I wish you
well.

Senator SMaTHERs. Thank you, Senator Williams.

Before we have our first witnesses, I would like to say that we are
pleased and honored to have with us as a consultant to the committee,
Dr. Austin Chinn, previously the dean of the medical school at Cleve-
land, and who has a distinguished career in the Public Health Service.
He isnow a consultant for this committee.

We are delighted to have him and we want all you doctors to know
that we Senators have somebody up here telling us what really is the
truth, too. So be careful.

Our first witnesses will be a panel representing Secretary Gardner
and the Department of Health, Education, and Welfare. Gentlemen,
we are delighted to have you here this morning so early and looking
so bright, intelligent, and alert. You may proceed.

STATEMENTS OF ALVIN M. DAVID, ASSISTANT COMMISSIONER FOR
PROGRAM EVALUATION AND PLANNING, SOCIAL SECURITY AD-
MINISTRATION; CARRUTH J. WAGNER, ASSISTANT SURGEON
GENERAL; AND GEORGE A. SILVER, M.D., DEPUTY ASSISTANT
SECRETARY FOR HEALTH AND SCIENTIFIC AFFAIRS, ACCOM-
PANIED BY JEFFREY H. WEISS, OPERATIONS RESEARCH ANA-
LYST, OFFICE OF THE ASSISTANT SECRETARY FOR PROGRAM
COORDINATION, AND JOHN GRUPENHOF, LEGISLATIVE UNIT,
OFFICE OF THE SECRETARY

Dr. SiLver. We appreciate the opportunity to appear before you to
discuss some of the aspects of costs of delivery of health services to
older Americans.

Mr. David, the assistant commissioner, will discuss the progress of
the medicare program and Dr. Wagner, director of the Bureau of
Health Services, will comment on the role of the Public Health Service
In improving the delivery of health services for the aging.

Dr. Jeffrey Weiss, operations research analyst, who was actively en-
gaged in preparing the report to the President on medical care prices,
1s also available.



4 COSTS OF HEALTH SERVICES TO OLDER AMERICANS

Mr. Chairman, the President in his message on older Americans in
January of this year, stated, “One of the tests of a great civilization
is the compassion and respect shown to its elders.” One of the ways
that we can demonstrate this compassion and respect is by providing
comprehensive, continuous, and personal health care to older Amer1-
cans.

Prior to the enactment of medicare, millions of our older Americans
were unable to obtain needed medical care. Now much of this care is
being provided, but at the same time medicare has pointed up some of
the very grave problems of cost and the delivery of health services
which we were not, as a nation, so fully aware of before. The report to
the President on medical care prices showed the serious problem we are
facing in this matter.

As to delivery of services, a major thrust of the most important
administration health bill this year is health services research—“how
to bring a greater degree of coordination and efficiency and produc-
tivity into the whole health area” as Under Secretary Wilbur J. Cohen
put 1t when he testified in the House Interstate and Iroreign Commerce
Committee on the partnership for health bill. He made the statement
that though we are spending $438 billion annually for health and medi-
cal care, our system of providing health services is not operating as
efficiently and effectively as it should, and though the public has an
enormous stake in good health services the (overnment-wide total in-
vestment in health services research amounts to less than one-tenth of
1 percent of our total investment in health care.!

Mr. Chairman, you and your subcommittee, through these intro-
ductory hearings and those which will be held throughout the Nation,
are performing a public service, alerting all of us to the potential dan-
gers to the health of the whole public, not only to the aged, from rising
costs and inefficient delivery of health services.

Now, Mr. Chairman, I would like to highlight for you the major
point contained in a document before you updating ‘the report on
medical care prices.

In recent years medical care prices have been rising faster than con-
sumer prices generally. However, the 1966 increases in medical prices
were the largest in many years. In 1966 the index of medical prices
increased 6.6 percent as compared to an average increase of 2.5 percent
in the period 1960-65. Hospital daily charges which have been rising
about 6 percent per year between 1960 and 1965 went up 16.5 percent
in 1966. Physicians’ fees which had been increasing about 3 percent
per year in -the period 1960-65 rose 7.8 percent in 1966. Drug prices
have not been a major factor in rising medical prices.

In the first quarter of 1967 the rate of increase in medical care prices
continued at about the same pace as in the last quarter of 1966. They
rose 2 percent, in the first quarter of 1967.

While physicians’ fees continued to rise at about the same rate as in
1966, hospital daily room rates have continued to rise at a rapid rate, up
6.1 percent in the first quarter of 1967.

INcrEasES 1n Paysicians’ FEes

The available evidence suggests that medicare has not had a signifi-
cant effect upon the recent acceleration of the increase in physicians’

1 ‘Statement by Under Secretary Wilbur J. Cohen on p. 1983,
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fees. Although medicare will increase the use of physician services by
the elderly, the impact of medicare upon the total demand for physician
services is likely to be on the order of 2 percent.

In the past physicians’ fees have tended to increase faster when other
prices in the economy were increasing rapidly as they did in 1966. If the
anticipation of medicare was a factor underly % fee increases, it
would be expected that the fees charged the elder y would move up
faster than fees charged younger patients in the period before July 1,
1966.

A special analysis by the Social Security Administration showed,
however, that the price indexes for child and adult care moved up more
rapidly during the 6-month period before medicare went into effect
than the five special indexes of surgical and medical procedures partic-
ularly applicable to aging persons. In the absence of medicare the
1966 acceleration in hospital costs would not have been surprising.
Rising prices in tight labor markets were bound to exert pressure on
those costs.

Further collective action on the part of nurses became more pre-
dominant in 1966. Several nurses’ strikes took place in major cities
throughout the country. Thus hospital payroll per employee went up
9 percent in 1966 in contrast to an average of 4.7 percent per year
between 1960 and 1965.

The influence of medicare on hospital charges probably came pri-
marily through the impetus it provided hospitals to reexamine their
cost and charges. It is likely that many hospitals decided to increase
their charges sooner than they otherwise would have in the absence of
medicare.

After an initial upsurge in hospital admissions in July and August
of 1966 the number of hospital admissions for the balance of 1966
was not significantly different for the comparable months of 1965.
Higher occupancy rates and numbers of admissions to hospitals would
be expected to lower, not raise, hospital costs per patient day, although
average hospital cost per patient day increased from about $45 in
January of 1966 to $52 in June 1966, hospital costs per patient day
actually declined slightly during the period from June to November
1966.

Therefore, the increase in the demand for hospital services at-
tributable to medicare was probably not the most important causative
factor influencing the recent acceleration in hospital charges.

CoNFERENCE oN MEepicar Costs

In that document that you have before you there is also a brief
description of the forthcoming conference on medical care costs to be
held next week which will examine this and many other problems.

I have in my hand also a copy of the report ? of medical care prices
which you have before you, 1 gelieve, and you may insert whatever
portions you choose in the record.

Senator Smartuers. The Department prepared this report?

Dr. Stuver. Yes, sir.

Senator SmaTHERs. All right. We will insert it into the record as
part of the appendix.

3 The report begins on p. 319 of the appendix,
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(Subsequent to the hearing Senator Smathers wrote to Dr. Silver
for additional views. The reply follows:)

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
Washington, D.C.

DEAR SENATOR SMATHERS : The questions raised in your letter of June 30, 1967,
have been carefully reviewed. The conference summary, and a few significant
papers presented there are attached.

In reply to question #2, although specific plans for the operation of the
Center are not yet fully developed, the National Center for Health Services Re-
search and Development will be concerned with the whole spectrum of health
services to all patient population groups. As such, the Center will necessarily de-
vote substantial attention to the specific health needs of the aged and to pat-
terns of health services necessary to meet those needs.

It is well known that the health needs of the aged are essentially the same as
those of the general population. But specific social and psychological circum-
stances associated with aging mean that the delivery of services to the aged
must take special forms. The Center will explore possibilities in the development
of specialized health personnel—as well as sufficient personnel of traditional
types—the organization of services, and rearrangement of institutional settings
for the aged.

In reply to question #3, Under Secretary Cohen’s testimony on H.R. 6418 is
attached.’

1n response to question #4 in your letter of Juue 30, 1967, I should point out
that my statement of June 22, 1967, to the Subcommittee on Heaith of the
Elderly did not explicitly discuss the effect of the 1966 rise in physicians’ fees
upon total medical expenditures. Instead, I addressed my comments to the ques-
tion of the impact of the recent rise in physicians’ fees upon the elderly. With
respect to that, I stated as follows:

“The recent acceleration of the rate of increase in physicians’ fees has not
significantly affected the elderly. The coinsurance provisions of Medicare have
blunted the impact of these price rises.

“However, this conclusion relates to physicians’ customary charges—the fees
the physician charges to most of his patients for his services. As of July 1, the
average fees of physicians, and their incomes, have increased because of the
payments of customary charges under Medicare. Many elderly persons pre-
viously were paying charges lower than the customary charges of physicians.

“Therefore, many aged persons, although the exact number is not known, will
now find that they are being charged more for a given service, since their physi-
cian is now charging them the same fee he charges to the majority of his patients.
This anticipated development will primarily affect those elderly persons who
spend less than $50 on the medical and other health services covered by Part B
of Medicare.”

The 6.69% rise in physicians’ fees in 1966 will have a significant effect on total
medical expenditures. Since consumer expenditures on physician services account
for nearly 30% of total consumer expenditures on health care, the rise in physi-
cians’ fees in 1966 has resulted in about a 2% rise in total medical expenditures.

Further, I would like to take this opportunity to comment on several of the
points raised by Dr. Nolen of Minnesota in his testimony before the Subcommittee
on Health of the Elderly.

Dr. Nolen believes that Medicare will result in some unnecessary utilization
of medical services, as well as significant fee increases by physicians since the
Government is paying the bill. ’

These problems exist with private insurance plans and there is no reason to
believe that they will be more severe under Medicare. When a patient has already
paid for a substantial proportion of his potential medical bills via the private
insurance mechanism, this reduces the financial disincentives associated with
utilizing services which are needed. However, one of the major functions of
both private insurance plans and Medicare is to insure that the cost of health
services will not impinge upon the patient’s decision to utilize necessary medical
services.

Moreover, under both private insurance and Medicare, since the physician and
his patient will not be very concerned about the immediate impact of a rise in fee

2 See p. 193, appendix.
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levels, there will be a tendency upon the part of some physicians to raise their
fees. As Dr. Nolen points out, however, the Medicare carriers have the responsi-
bility for reviewing the sérvices of physicians to Medicare patients to insure
that the fees of individual physicians do not substantially deviate from their
usual and cusbomary charges to non-Medicare patients.

In summary, I believe thaf Medicare is fulfilling its major objectives. It has
removed the financial barrier which prevented many elderly persons from seek-
ing necessary medical services and it has resulted in an upgrading of the quality
of medical services received by the elderly. Although some Medicare patients
may seek unnecessary medical services and a few physicians may charge un-
reasonable fees, we must be careful not to impugn the ethical standards of the
whole profession.

Now as to question #5, on physician assistants, even before the advent of
Medicare the rapid growth of population, increasing affluence and rising expecta-
tions increased demands for medical care. The Department of Health, Educa-
tion and Welfare is convinced that beside an increase in traditional professional
health workers, there is a need for significant increase in the number and kinds
of health workers who can assist physicians and other health professionals in
providing health care. A variety of proposals have been made and a number of
informal and some formal methods have been used to produce a group of health
workers who are able to carry out functions which were formerly performed only
by physicians. The training of health workers has been done in a variety of
settings: physiciansg’ offices, clinics, group practices, hospitals and other health
agencies. Methods of training auxiliary medical workers have ranged from
preparing them to carry out technical procedures to preparing such persons to
carry out the more general functions of the physician including the medical inter-
view and a screening physical examination.

At one level is the consideration of specialized physicians assistants: pedi-
atrie, obstetrie, orthopedic, and so on. Several programs to train assistants to
physicians have been planned or undertaken by the Department. The following
are examples of such programs:

The Public Health Service is supporting, through its Bureau of Health Man-
power, a program for the development of an orthopedic technician. The Presby-
terian Medical Hospital and Center at San Francisco has received approximately
$106,000 for a 2-year period to develop this physicians’ assistant. Six trainees per
year, for this 2-year period, are being trained to assist orthopedic surgeons in
surgery, on the ward, in the plaster room, and in the physician’s private practice.
These trainees are all ex-medical corpsmen. They will be taught the mechanics
and the uses of orthopedic tables, to set suspension equipment for physical
therapy work, to assist in applying and removing plaster casts, etc. This is the
first of at least two or more planned variations to evolve an approved and stand-
ard curriculum for replication and the training of orthopedic technicians in edu-
cational institutions.

A second example is the 2-year program being conducted at the University of
Florida for the training of a psychology assistant. The estimated cost of this
program is $115,000. These students, who are college graduates, are provided
with work experience and study in inpatient and outpatient pediatric service,
community psychology, neurology, and obstetric and gynecology. Areas of stu-
dent activities which are being studied include general and administrative
activities; conducting, scoring and some interpreting of charts and graphs;
assistance with library research and manuscript presentation; ete.

Thirdly, the Bureau of Health Manpower is developing with Johns Hopkins
University, a 1-year project to develop a master’'s degree program in public
health with a specialization in nurse-midwifery. Many physicians feel that
more of the care of the uncomplicated maternity patients could and should be
delegated to the nurse-midwife.

Consideration is being given to the development of an anesthesiologist assistant
at the master’s degree level. This person would work under the direct super-
vision of the M.D. anesthesiologist. Discussions are currently underway with
Emory University, the University of Florida, and the Medical College of Georgia,
regarding a cooperative arrangement for the possible development of this
program.

In addition, there is a wide variety of technicians who have emerged, partic-
ularly in the hospital and clinical setting in highly specialized and specific fields.
Such programs have trained auxiliaries for clearly defined specialized technical
duties in institutional settings which have been successful in extending the
range of the physician. This has been true of such groups as inhalation therapists
and technicians, orthopedic technicians and assistants, nurses in intensive and
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coronary care units, and diagnostic technicians in screening clinics, All of these
people function in a setting which can support technical specialization of rather
high degree and where physicians are available to supervise their functions at
all times. The Public Health Service has been specifically involved in the devel-
opment of training and teaching materials for the nurses working in intensive
and coronary units. A contract was recently let to a medical school for the
development of training programs and for 10 teaching films for such health
workers. Three of these films have been completed and reviewed.

Education for other types of assistants in the medical care field is also in
the planning stage or underway. Negotiations are currently being conducted by
the Division of Medical Care Administration jointly with the American Asso-
ciation of Junior Colleges to consider the feasibility of developing a pilot project
for 2-year curriculum in the junior college in order to develop nursing home
administrators.

In other areas, added efforts are underway : Through a cooperative program
with the Office of Economic Opportunity, the Department of Health, Education,
and Welfare is supporting the Development of Home Health Aides, an occu-
pational group within the health field which can provide valuable assistance in
meeting many of the health needs of the elderly. This program is funded by the
OEOQO, however, several States have begun training Home Health Aides through
the State’s own employment and educational resources.

The Office of Education, through its Vocational Education Bureau, is also
supporting programs which are aimed at development and most efficient use
of several levels of health workers so that the most effective use is made of
the level of skill of the person rendering care to a patient.

Under current program analyses now being conducted in the Department of
Health, Education and Welfare, consideration is being given to the important
role which physicians’ assistants could play in extending the hand of the physi-
cian. The questions raised in the development of medical auxiliaries are complex,
and it is of the utmost importance that any such training programs provide
every safeguard for the well-being of patients. To this end, many of ‘the major
hospitals which are involved in the training of medical auxiliaries are doing
their own studies of effectiveness. However, the only explicit studies of effec-
tiveness of medical auxiliaries have been done by persons in the field of den-
tistry and nursing. Such an example is the Louisville study in which a careful
job analysis has been done for dentists, dental hygienists, dental technicians,
and dental auxiliaries. Evaluation is made of the productivity of each group
and the quality of work performed. This evaluation study is a PHS intramural
program done in connection with the PHS Dental Center in Louisville. The
University of Louisville is serving in a consultant basis.

The Bureau of Health Manpower of the Rublic Health Service plans to explore
this whole field in connection with the Allied Health Professions Educational
Assistance Act. Again the Department is hopeful that similar thorough evalua-
tion studies will be developed for other medical auxiliaries. A recent publica-
tion of the Bureau of Health Services of the PHS on “Training the Auxiliary
Health Worker” is attached for your information.*

If I can be of any further assistance, please do not hesitate to ask.

Sincerely,
GEORGE A. SILVER, M.D,,
Deputy Assistant Secretary for
Health and Scientific Affairs.

Dr. SiLver. Now, I would like to introduce Mr. Alvin M. David,
Assistant Commissioner for Social Security.
Senator SmaTHERs. Mr. David, you may proceed.

STATEMENT BY MR. ALVIN M. DAVID

Mr. Davio. Mr. Chairman, Senator Moss, I am very pleased to have
the opportunity to be here to report on the progress of the medicare
program under Social Security.

4 Retained in committee files.
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In the first 1134 months of medicare the program has accomplished
a great deal of good. )

ﬁﬁre older persons have received more health services and they
have received improved services. The fear of large or unmanageable
hospital bills has been erased from the minds of nearly all of our
citizens over 65.

Because of medicare, more older persons have been able to seek hos-
gital care with the dignit{; that goes with ability to pay. For the

rst time, many of them have been able to choose private care in
the best hospital in their community. The transition from the status
of the charity patient to that of a patient who is in effect paying his
own way has changed both the level of care that many of the elderly
could expect and the level of care that they actually receive.

In the past 1115 months there have been nearly 5 million admissions
to hospitals under the medicare program. This represents about 4
million people.

The amount paid to the hospitals in that 1115-month period has
been about $2 billion.

Medicare has also made available insured alternatives to hospital
care. These include: Hospital outpatient service where that is appro-

riate for diagnosis or treatment; and posthospital extended care and
ome-health care where further stay in a hospital is not the most
appropriate level of care.
so included is the coverage of physician’s services for home and
office visits.
These alternatives have produced the following results:

Homs HeautH AGENCY SERVICE

About 220,000 patients have been cared for through home health
agencies under plans that were prepared for them by physicians. Up
until mid-June of this year—from January when the extended care
facilities coverage went 1nto effect—more than 180,000 admissions had
been reported for care in these facilities. And, also, by mid-June more
than 23 million bills, mostly physicians’ bills, had been submitted for
payment under the medical insurance part of medicare and payment
]fl?jlil services under this part, we call it part B, has excee&)a $600

ion.

Medicare also has helped to upgrade the quality of health care in
terms of facilities, personnel, and patient-care policy. To participate
in medicare, institutions have been required to meet standards set
forth in the law and in the regulations.

I might add, Mr. Chairman, that one factor that seems to be in-
volved In the increased cost of hospital care in 1966 has been the up-
grading that did occur in many hospitals and particularly in ex-
tended-care facilities, which upgrading they had to do in order to
meet the requirements for participation in the medicare program.

The requirements for quality care have applied to 6,800 hospitals,
about 4,000 extended-care facilities, nearly 1,800 home-health agen-
cies, and 2,175 independent laboratories. ,

In addition to meeting standards on quality of care, the participat-
ing medical institutions are required to conform to title VI of the
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Civil Rights Act, and therefore members of minority groups for the
first time in many communities have access to high-quality care.
Moreover staffing and service patterns have changed in such a way as
to improve the service to all patients.

Prooress oN MEDICAID

Older Americans who are medically indigent are also benefiting
from medicare. In 29 of 54 States and other jurisdictions a medicaid
program, as we call it, under title XIX of the Social Security Act
1s in operation. In-15 jurisdictions plans to install medicaid programs
are underway and only 10 have no medicaid plans. All but 13 of the
54 jurisdictions are paying supplementary medical insurance premi-
ums for the public assistance recipients on their rolls or are paying
higher cash amounts to those recipients who have enrolled in the
part B of medicare. This is the part where they pay the $3-per-month
premium.

It is too early to say how much increase in the use of health serv-
ices by older persons has taken place since July of last year, when
medicare went into effect, or how this use compares with the use of
such services by those under 65.

In general, it is clear enough that there has been no overwhelming
rush to the hospitals and no swamping of doctors’ offices, as some had
predicted was going to happen.

Survey oN Hrarra Costs oF ELbDERLY

Shortly after medicare was enacted the Social Security Administra-
tion contracted with the National Opinion Research Center and the
Columbia School of Public Health for a national sample survey of
health service expenses of older persons before and after medicare.
The survey will provide data on changes in the use of, charges for, and
costs of, medical services covered under both parts of medicare as well
as those not covered under that program. A national sample of 6,000
aged persons was interviewed in April 1966, on their use of hospital
and medical services during the preceding 12 months. A similar sample
will be interviewed in October of this year. We will have preliminary
results of the April 1966 survey fairly soon; although we will not be
able to complete the measurements of change from April to October
until sometime next year.

Although there is a reporting lag, statistics derived from the opera-
tion of the medicare program itself; that is, apart from these surveys,
are beginning to give us some idea of what is taking place. The data
relate to claims that are paid—actually paid—and thus they depend
upon the flow of bills and the claims from hospitals to the fiscal inter-
mediaries that are set up under the medicare program and the flow of
bills from doctors to patients, from the patients to the intermediaries,
and then from the intermediaries to the Social Security Ad-
ministration.

The intermediaries that I refer to are the organizations that are
called for in the law to serve as agents for the Social Security Admin-
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istration in making the payments for hospital and other provider serv-
ices. The requirement, under the law, that payment for physicans’
services which are a part of hospital services; that is, the services of
hospital-based physicians, that the payment for these be separated
from the payment for hospital services as such has forced many hos-
pitals to work out new payment procedures with physicians who run
and man their laboratories, X-ray rooms, and anesthesiology depart-
ments, some of the biggest administrative problems associated with
this requirement would %e eliminated with the enactment, of President
Johnson’s recommended social security amendments that are now
pending in the House.

These amendments include a provision that would eliminate the need
for a breakdown of the two components of the hospital services per-
formed by these hospital-based physicians. In other words, it would no
longer be necessary to separate out for billing the services of the doc-
tors themselves and the services of their staffs and other services pro-
vided by the laboratories.

Se;la,tor SmarHERS. Doctors are very much opposed to that, aren’t
they ¢

I&r. Davio. Well, there is some opposition to what we call part C
in the medicare bili, although the principle of the simplification that
would result from movingut%me out-patient services out of part A and
having them all under part B and the various other changes that would
be ma%e that would eliminate the need for separating out for billing
purposes the services of the doctors from the services of their tech-
nicians and others and the need to separate out the services for diag-
nostic work as against therapeutic work would, as a general thing, not
be objected to.

Senator SmaTaERS. Do you know any doctor groups that are for it ?

Mr. Davip. For part C, yes.

Senator SmaTaERs. No, for having their bills paid by the hospitals.

Mr. Davin. As far as I know there are some who have no objection.

Senator SMATHERS. Are those individuals or are those groups?

Dr. SiLver. If I may interrupt, I would say as groups, Senator, the
physicians are opposed to that change, particularly those that would
be affected by that change.

Senator SmaTrErs. I asked that because I recall last year on the
Finance Committee when we had this actual legislation before us there,
one of the things the doctors objected to most was having to go to the
hospital to get paid because they don’t want to become, in effect, payees
for the paymaster at the hospital. They think this puts them under
additional control.

Dr. Smwver. Of course, Senator, the point is that before medicare
the majority of the hospitals did have such arrangements with the
doctors and while they grumbled about it they accepted it. It has now
become national policy with the opposition. '

Senator SmaTHERs. That is the record as I remember.

Go ahead, Mr. David.

Mr. Davmo. I might say that the precise method that is pro in
H.R. 5710 for dealing with the need for simplification of billing for
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and paying for outpatient services and the services of hospital-based
physicians may not necessarily be the only way to get at it. There is a
need for simplification and I believe that in the end it will be possible
to work out a way to get that simplification without any real serious
basis for objecticn on anyone’s part.

While the Social Security Administration as early as last August,
authorized intermediaries, that is, the fiscal intermediaries I just
mentioned, to make advances to hospitals to cover expected claims,
and hospitals have been receiving their money under this procedure,
bills have been slowed by the working out in some cases of the need to
develop new hospital-physician agreements and billing arrangements.

CoMPLAINTS FROM HoOSPITALS

Senator SmataErs. What are you doing to correct that? This is
one of the criticisms that I hear wgerever I go. Hospitals that actually
enter the program, like the program, but they don’t get paid. Redtape
is almost 1mpossible and there 1s no rationalizing away that hospitals
think they are going to be able to get their money, they are bogged
down in redtape.

‘What are you doing to stop that?

Mr. Davio. The first thing I would say, Mr. Chairman, is that,
although there may be still some isolated complaints of that nature,
hospitals are receiving payments very promptly now, and the record
has been one of very rapid improvement.

Senator SmatHERs. You added the word “now.” In other words,
when you say “now,” you would admit as all have to admit that in
the institution of a new program of this size there must be some delays
and some slowdowns in order to find out just how you are finally
going to do it most efficiently. But when you say “now”, do you dis-
tinguish between the former state of affairs when they were not getting
their money promptly and now when you have begun to resolve the
problem ?

Mr. Davio. I am distinguishing on the basis that the situation has
very greatly improved, and I am also distinguishing between the pay-
ments under part A to the hospitals and other providers under part A
and, on the other hand, the payments under part B, which are essen-
tially payments to the doctors. Now, part B is much more complicated
to operate, especially because of the coinsurance and the requirement
that the patient must have paid $50 before any of the bills can be
reimbursed and the necessity for separating out these things that
I mentioned—that is, the services of the doctor from the services of
the laboratory technicians, and so forth, and various other separations
that need to be made. These complicate the operations under part B.
But in part A, for the most part, except for problems in the area of
outpatient services and billing for X-ray and laboratory work—the .
hospital-based physicians which has been a cause of a great deal of
administrative complexity there—by and large even with these prob-
lems, the situation in part A now is quite satisfactory.

Senator Smataers. All right, sir.

When you say it is quite satisfactory, you think at this point most
hospitals and most doctors’ associations agree with you?
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Mr. Davin. Yes, I believe that this would be the case. I hope that
they would agree. There may be isolated cases, but, in general, they
are being paid quite promptly.

Senator SmataERs. All right, sir.

Mr. Davio. There has been considerable discussion of medicare’s
impact on hospital use, particularly on average length of stay. To

rovide information as quickly as possible on this matter the Social
ecurity Administration has been publishing in the Social Security
Bulletin monthly data on inpatient hospital care showing the total
days of care and the average number of days per claim. These data
are based on claims for which reimbursement has been made and
recorded in our accounting records that are maintained in Baltimore.

The figures are meaningful when they are properly used but unfor-
tunately they are quite easy to misinterpret. Accurate and detailed
figures on discharge rates, total patient days and average length of
stay will become available in statistics that we will be publishing
annually. For 1966, the tables will cover experience during the first
6 months of the program and we hope that the 1966 tables will be
available late this summer or early this fall.

Senator SmaTrERs. You don’t have any statistics now, is that what
you are saying?

Mr. Davip. We do have some, but they are not of the kind that will
give you an accurate picture of such a thing as average length of stay
because we do not yet have enough cases which have remained in the
hospital long enough to give a full picture of the situation.

In other words, you do have to wait until you get sufficient data on
discharges and you can’t get a fully satisfactory picture until you do
have that. Until you have a backlog of discharges, you can’t tell for
sure how long the average length of stay is going to be.

For instance, we do have data now but they don’t have in them the
sufficient reflection of the long-stay cases.

Senator SmaTuERs. I want to ask you this simple question of arith-
metic. If you now have statistics on how many elderly people are using
the program, why do you have those statistics and not statistics on
how long they stay in the hospital ?

Mr. Davip. We can tell you how long these people stayed in the
hospital but we don’t have a fair representation yet of what will be the
average length of stay when the program has been in operation for a
substantial period.

Senator SmaTrers. What sort of answer would you give if some-
body said the reason you have not produced those statistics as tto how
long they are going to stay is because those statistics at the moment
are very unfavorable to the program ? What would you answer to that
question if it were asked you?

Mr. Davip. Well, I would answer that, if such a question were asked,
by saying that we have undertaken to get the statistics as quickly as we
could. We do have a great many statistics and I will furnish the record
the Social Security Bulletin articles that contain the statistics.®

The figures show that up to date the average length of stay has been
13 or 14 days or something like that and we know that that 1s too low.

Senator SmaTHERs. You say 13 to 14 days is too low ?

5 The material submitted for the record begins on p. 161 of the appendix.

83-481 0—87—pt. 1——2
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Mr. Davip. Yes. Actually, when you finally get the figure over the
full period of the year, which we, of course, don’t have yet, when we
get the figures from the claims that are made over a longer period, we
will know more about the discharges and we will be able to get a more
accurate picture. These figures, up to now, are loaded too much with
shorter stay cases.

Dr. Sivver. May I interject, Senator ?

Senator SmaTHERs. Certainly.

Dr. SiLver. The way you asked the question I would respond by
saying if we used the American Hospital Association data, the objec-
tion we have is that we think they are too favorable, not too unfavor-
able. The average length of stay 1s much too short and we are not get-
ting the influence in there of long-stay patients at all and it is very
misleading.

Senator SmarTHERs. Originally, you will recall that it was said that
what would happen would be that these elderly people would get into
the hospital, that they would continue to occupy the beds, that there
would be no way to get them out, and that, because we have a nation-
wide shortage of hospital beds, this would lead to a chaotic situation
for those who had some serious illness and had to go to the hospital.
Now, what you are saying, as I understand it—and I think the record
ought to show this—is that as of today the figures that you have are
so contrary to that charge that they would stay too long that you
believe that you need more experience actually to demonstrate in point
of fact that the charge is not true, or you are afraid people won’t
believe it when you bring these figures out; is that correct? Am I cor-
rect in saying that?

Dr. SmLver. Well, you are being too kind. Actually, we know that
with the long-stay patient—information not available as yet—that
these figures are incorrect and we are not afraid that people will accuse
us of fudging the statistics.

Senator Sgl-sIATHERs. Those are figures supplied by the American
Hospital Association?

Dr. Siever. Yes.

Mr. Davio. Yes.

I might say, Mr. Chairman, that the AHA figures up to date have
been tied to admissions into a hospital in a given month. We under-
stand, though, that the American Hospital Association figures for
March of this year, which will be available some time in the next few
weeks, will be based on total inpatient days used by patients who are
discharged in a given month and thus will, for the first time, reflect
a true average length of stay.

We don’t have any reason to want to give an overfavorable picture
of the financing of the hospital insurance program, and we would not,
in any circumstance, want to have the picture appear more favorable
than it is.

Senator SmatHERs. Well, you just don’t imply by that that because
you want more financing you want it to be worse than it is, you want
it to be actually what it is.

Mr. Davin. We would like it to be exactly as it is—all the facts on
the table. .

Senator SmaTHERs. And while we have an automatic increase with
respect to raising money to provide for these things you do not foresee
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at this moment any need for any additional increase other than that
which is now projected by law ¢

NEED FOR ADDITIONAL FINANCING?

Mr. Davio. No, sir. At this time we do not see any need for any addi-
tional financing of the hospital insurance program. The program is
financed, we believe, on a conservative basis and even though hospital
costs in 1966 did increase by 1614 percent or so, this is within the range
of the estimates made on the costs of the program, and there is no
basis up to this point for changing the financing of the program or
increasing the income of the program. )

I might mention that one of the elements in the conservative financ-
ing of the program is that the cost estimates assume that the base on
which the social security contributions are paid; namely, the base
of $6,600, at present, will not be increased over the next 25 years.

Now, to the extent that wages do go up, as they have been going
up over all the years and decades in our history, to the extent that
waﬁes do go up and this base is increased, as the Congress has increased
it from time to time over the years, there is additional income to the
hospital insurance system and there is no corresponding increase as a
result of that in the cost except insofar as costs go up as wages go up
generally.

Senator SmatuErs. Can you foresee the day when those who avail
themselves of medicare will not have to make any $50 contribution,
for example, themselves?

Mr. Davip. Mr. Chairman, I think that it would be foolhardy to
say that one could foresee that day. :

As you know, there are really three deductible provisions in the
medicare program. One of them is the $40 deductible in the hospital
part, and the other big one is the $50 deductible in the medical insur-
-ance part. Unfortunately the one that causes the greatest amount of
difficulty in administration and understanding is that $50 deductible
in the medical insurance part. That is a lot of trouble for the patient
and for the doctor and for the carriers and for the Government and
for everyone; but that particular deductible would be one that there
would be less clear basis for cutting down or eliminating than would
be the case with the $40 deductible in the hospital part of the program.
That would be one on which I imagine that the day might come when
we would find, on the basis of experience and surveys and the data
growing out of the operations, that it might not be necessary any
Tonger to have that deductible.

ARrRcUMENTS ON DEDUCTIBLES

There are certainly arguments both ways. It is clear that the deduc-
tible must have some effect on deterring people from going into the
hospital and getting services that they do need, and there can hardly
be any doubt that it has some effect in deterring people from getting
services that they don’t need.

I think that it has to work both ways but, on balance, it remains to
be seen whether it will be feasible and desirable to either cut down or
eliminate that deductible.
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My opinion is that it may easily come to a point where we can say
that it would be safe and prudent and that we will have the financing
to cover the cost of the hospital services without that deductible. 1
think that is a possibility.

In the case of the $50 deductible for the medical insurance part of
the program it is not quite so easy to see the time when that will be
eliminatable, if T can coin a word there. If we were to eliminate that
deductible right now the $3-per-month premium that is paid by the
people 65 or over financed by the Federal Government would have to
be increased to, we estimate, about $4.75 a month. It makes that much
difference to eliminate the bills before they reach the $50 level.

Of course, another small item there in eliminating that $50 deductible
would mean that we would be dealing with a great mass of smaller
bills and administratively that would add quite a lot to the load.

Senator Smatuers. It would be pretty difficult for you to say there
is some administrative benefit in having this $50 medical deduction.

Mr. Davn. Yes; I would say there is some benefit in it, but I want
to be very sure I am not understood to be saying that we would: object
to the elimination of the $50 deductible for administrative reasons. 1
am sure we would not want to take a position like that.

It is true that it would increase the administrative load, but we
would not object to it for that reason.

Senator SmaTmErs. All right, sir. Go ahead.

Mr. Davip. As to the services of physicians, our current information
on use and charges is still scantier than what we have for hospitals.
Under part B of medicare the patient must first incur $50 in costs to
cover the deductible. Then he must pay the bill and get a receipt, unless
his physician has agreed to accept assignment and to be paid by
medicare directly for the reasonable charges that are determined under
the program.

Senator SmarmErs. On that point, you say you don’t have any
experience yet ?

Mr. Dav. I didn’t say we didn’t have any experience. I said we
have scanty experience so far.

Senator SmaraErs. Thus far what is your experience? I will tell
you what mine is ; you tell me what yours is.

Mr. Davio. Well, we have quite a lot of experience, Mr. Chairman.
Are you referring to the——

Senator SmatsaEeRrs. That is right. How many of the doctors would
prefer to deal directly with the patient?

Mr. Davip. Actually, as I remember it, it is very close to 60 percent
of the doctors in the country do accept the assignments in either all
cases or in some cases.

Senator SmaTHERs. That has been my experience.

Mr. Davip. Forty-three percent, as I recall it, refuse to accept assign-
ments in any cases. There 1s a great variation in different parts of the
country in this respect. In some parts of the country a very high per-
centage of them, hike 80 percent, do accept assignment in some cases.
Of course, obviously, there are some cases where the bill is very large or
the patient is in a very low income bracket and it is pretty much out of
the question for him to have paid the bill and then get reimbursed on
the basis of the receipted bill.
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Senator SmaruErs. I think doctors believe that it is a more certain
source of payment to operate under the assignment method and to
work with the medicare program than to wait for the individual to
come in with $35 or $25 and build up to the $50.

Mr. Davip. Yes.

Senator SmarHErs. It has been my observation from talking with
them that they are happy to go that route.

Mr. Davip. When the payment is made under the assignment
method, the bills are prepared by the doctor or in the doctor’s office
and they are properly prepared and completely prepared in a very
much higher percentage of the cases and they do go through much more
rapidly.

enator SMaTHERs. Right.

Mr. Davio. Well, after you have gone through all these steps of the
receipted bill and the claim has gone to the intermediary, it is paid
and a report is sent to us and we have to tabulate it—all that is a
time-consuming process—and we don’t have as much information yet
as we are going to have.

There is no doubt that this process of paying the bill to the physician
confuses older persons and causes real hardship for those whose
physicans are unwilling to accept assignment and they do not have the
cash to pay the large bills or the resources to cushion delays in
reimbursement.

The Social Security Administration has made available the services
of our district offices to help older persons with their claims. This has
speeded the claims process, but it obviously cannot affect the basic
character of a system which includes reimbursement of a portion of
paid charges after a deductible is met. That is just inherently a com-
plicated process.

SSA CurreNT MEDICARE SURVEY

Recognizing that delays in information would occur, the Social
Security Administration began last July a current medicare survey.
As with most of our major surveys, the Bureau of the Census is acting
as our agent in the collection of the data. We are now getting informa-
tion from a national sample of beneficiaries on their current medical
care and expenses. We should have a basis for estimating how many
people are meeting the deductible and what is the accruing liability
of the system, for bills, that is, that may not come in for a number
of months hence. '

The survey suggests that during the first 6 months about two-thirds
of the people enrolled under part B of the medical insurance part
made some use of the services.

In the first month less than 4 percent met the deductible and were
eligible for reimbursement. By December of last year 22 percent of all
the enrollees in the medical insurance part, one-third of those using
covered services, had met the deductible; 22 percent of all and one-
third of those who had used covered services had met the deductible.

At the time medicare was adopted, we estimated that the program
wmald cover perhaps 40 percent of the aggregate medical costs of the
aged.

We do not have any basis, up to this point, for modifying that figure.
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I might add, Mr. Chairman, that if we did not have the deductible
and the coinsurance provisions in medicare that the 40-percent figure
that I mentioned, the 40 percent of all medical costs of the elderly that
are covered under this program would be increased, we think, to about
50 percent.

Senator SMaTHERs. Say that again.

Mr. Davip. Yes, sir. We estimate that at present, of the total medical
expenses of people 65 and over, the medicare program covers about
40 percent of those total expenses.

I might mention here that outside of what is covered by the medi-
care program there are all the long-stay cases in psychiatric hospitals
and the expenses that are covered in veterans’ hospitals, which are not
under this program, long-stay nursing home care cases, and drugs,
of course, private duty nursing, and a variety of other things that are
not covered and are not really subject to coverage under any kind of
an insurance program.

But we have 40 percent in total, this is our estimate, 40 percent of
the total expenses of the people 65 and over that are covered by medi-
care. That 40 percent would be increased, we think, to about 50 per-
cent if there were not the provisions for the deductibles and the co-
insurance, by which I mean, as you know, the payment by the patient
of 20 percent of the cost.

Senator SmaTaErs. However, as I understood you a moment ago, you
don’t want to eliminate all of that.

Mr. Davio. No, I think it is much too early to say that it would be
feasible or prudent or desirable on the basis of what we know now
to eliminate those deductibles. We are recommending, though, that
the deductible on the outpatient hospital services, the $20 deductible
be eliminated.

Senator SmaruErs. This may not be the time to ask it, but it keeps
occurring to me and maybe any one of you can answer. I was down
making a speech in a town in Florida and the president of the local
medical society apprehended me, I guess that would be the right word,
and said, “I have a genuine complaint.” T asked him what it was.

Hesaid :

It does not make sense under the Medicare Program to have the doctors who
are today generally operating out of clinics with therapy machines and with
radiologists operating the clinic for us to take a doctor out of there and go out
14 miles to see some out-patient. When we get out there we can’t carry the
equipment we need to take care of him so we have to tell him when we get out
there, “You come back in.” So what has happened? You have an hour out of
the office driving out and driving back. We don’t have the facilities with us. The
only thing we can carry is the black bag unless we are strong as Teddy Ken-
nedy, in which event we can carry a few more things. But we don’t have the
facilities with us so all we do is go out there and say to these people to come back
to the office the next day and we have to charge them or get it charged to the
clinie. It does not make any sense.

What kind of an answer would you give to that ?

Mr. Davip. Mr. Chairman, that trip out there for 14 miles is not in
any way connected with the requirements of the medicare law or regu-
lations or program in any way. There is nothing in medicare that calls
for this doctor to make the 14-mile trip that he would not otherwise
make.-

Senator SmaTrERs. Isn’t there some provision in the law which does
require that if a doctor signs up or takes an assignment of some kind
that patients may call him?
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Mr. Davip. No, sir.

Dr. Smver, The law makes no such requirement, Senator. It only
involves reimbursement. The law does not prescribe in what fashion
the physician is to be paid.

Senator SmaTHERS. I thought he made a good point. The fellow
was not so concerned about the fact that it would be the money in-
volved, he said it was the time involved.

Now, you have a doctor there who raised his hand.

Mr. Weiss. Of course, time is money. One is that this is not the usual
situation. According to the information we have, only one out of every
20 physician visits are out of the office or out of the clinic or out of
the hospital.

Senator SmaTaERs. I would suspect that is right, but one out of 20
is a pretty high percentage, I would suspect, in a situation where the
doctors are getting together for, I think, sensible reasons. You can ask
one fellow to look at your back and one fellow to look at your foot, and
the dentist could do this, and so on.

The clinics are naturally becoming hospital centers and I think it
is a good idea. The whole point this fellow was making, and he made
it vociferously to the point that I got the idea that this was a rather
common practice, that somewhere if they participated in this program
they were required to go out and see these people.

Mr. Davip. No, sir.

Dr. Smver. This is a general problem in medical practice in the
United States today. There was a time when most or almost the whole
of medical practice was in visiting patients and in seeing them in their
homes, and today this has been reduced considerably.

Senator SmaTrERs. Right.

Dr. Smuver. For many of the reasons you point out, that so much
more can be done and needs to be done in the hospital or in the
doctors’ office. But it is a general problem of medical practice.

Patients still like the comfort and security of having the doctor
come visit when they feel sick.

Senator SmaTHERs. I want to ask you this question as a blanket
question because I am going to send this doctor your answer: Is it a
fact that there is no provision of the medicare program which requires
the doctor to make a visit to a patient’s home on the call of the patient
in order for the doctor or the patient to qualify under the medicare
program ?

Mr. Davip. There is no such provision.

Dr. Siver. No such provision.

Senator SMmaTHERS. No such requirement ¢

Mr. Davm. Nothing remotely resembling it.

Dr, Srver. The doctors don’t sign up for medicare, a patient goes to
see his doctor and then the bill that is incurred under those circum-
stances—— )

Senator SmaTHERS. Suppose they come in and they are treated for
awhile and you put them on an outpatient status, they are required to
be on outpatient status. At that point is there a provision which would
require that the doctor make the trip, 14 miles out to the farm ¢

Mr. Davm. No.

Senator SMaTHERS. And 14 miles back and take an hour and a half
out of his office. ~
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Dr. SiLver. There is no requirement in law, it is a matter of con-
ditions of medical practice. If he is responsible for the patient, when
the patient calls him, he has an obligation.

Senator SmaTrERrs. If he is doing it under his own decision.

Dr. SiLver. Yes.

Mr. Davip. The only thing I can think of, and this is a pure specula-
tion, is that the doctor has heard so much about socialized medicine,
and he has heard so many times medicare is socialized medicine, he
actually believes it and he thinks that maybe we have gone over to
socialized medicine and that the Government has set up all the rules
and has told the doctors that they have to go and make this trip. There
is nothing at all resembling that in the medicare program.

Senator SmaTHERs. All right. This fellow told me about taking some
necessary gear for treatment in the back of his car and finally ended
up breaking some of the gear and this general condition was chaotic
because the machine would not work out there. He had to bring it all
back broken and he had to call the insurance company, et cetera. But
your answer is a flat blanket “no” ?

Mr. Davip. A flat blanket “no”.

Senator SmaTaERs. All right.

ExprEnses Nor COVERED

Mr. Davip. Mr. Chairman, I might mention some of the expenses
that are not covered by medicare programs. This relates to the point
that I mentioned about 40 percent of the costs of the elderly are
covered. The items not covered include such things as drugs, eye
glasses, hearing aids, psychiatric care and hospital care beyond 90
days. Also excluded are expenses deriving from the coinsurance pro-
visions that I mentioned and the deductibles.

The hospital and other benefits of part A of medicare probably
pay for 25 percent of the aggregate costs of older persons and part
B probably pays for another 15. That is where we get the total. For
persons who are hospitalized the combined benefits cover perhaps half
of their aggregate medical expenses. In other words, people who are
hospitalized have higher expenses, and medicare covers a higher per-
centage of those expenses than is the case where the person is not
hospitalized.

For older persons with very large medical bills in the year, of course,
the portion covered would be much higher because the deductible has
a smaller effect in those cases.

Mr. Chairman, we would like to submit for the record copies of
several articles in the social security bulletin which present the sta-
tistics that we now have available, and also we have for the record
if you would like to have them a number of charts that show data
projected to the end of June to reflect the progress made in medicare
m the first year of operation.

Dr. Smver. I believe you have those in your folder, already,
Senator.

Senator SmaTHERs. All right. We will insert it into the record as
part of the appendix.¢

¢ The material submitted for the record begins on p. 159.
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(Subsequent to the hearing, Senator Smathers asked the following

questions 1n a letter to Mr. David :)
JUNE 30, 1967.
DeAR MR. DAvID:
* » * * * * *

1. On pages 26 and 37 of the typewritten transcript you discussed potential
effects of reduction or elimination of deductible or coinsurance in Parts A and
B in Medicare. To judge by your remarks, careful estimates on consequences
of reductions in deductibles are now available. I would like a summary of such
estimates.

2. On the matter of deductibles, I have enclosed statements from Mr. Langer
and the Reverend Cervantes of St. Louis and Mr. William Hutton of the National
Council of Senior Citizens. I would like to have your comments on their argu-
ments for reduction or elimination of deductibles.

You also referred to H.R. 5710 and said it would simplify hospital procedures.
I would like additional commentary on that bill.

3. In your testimony, you referred to a survey of health service expenses of
older persons before and after Medicare, and you said preliminary results would
be available “fairly soon”. Will they be available by July 15? If not, we would
like to have them as soon as they are available.

4. What is the rationale for the limitation in the Social Security Act upon
mental health benefits under Medicare?

5. The President, in his message to Congress of January 23, 1967 entitled “Aid
for the Aged”, stated :

“I am directing the Secretary of Health, Education, and Welfare to undertake
immediately a comprehensive study of the problems of including the cost of pre-
scription drugs under Medicare.”

Can you provide any information for the record as to how that study is pro-
gressing, and when a report on this subject will be issued ?

Once again, I would like to thank you for your help and interest. We will wel-
come any other information you may care to send to us as the Subcommittee
.inquiry continues.

Sincerely,
GEORGE A. SMATHERS.

(The following reply was received :)

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
OFFICE OF THE SECRETARY,
Washington, July 19, 1967.

DEAR SENATOR SMATHERS: Please find enclosed the replies of Mr. Alvin M.

David to your gquestions during testimony on June 30, 1967.
Sincerely, )
JoHN T. GRUPENHOF,

Special Asgistant to the Assistant Secretary for Legislation.

RESPONSE TO QUBSTIONS PaSED IN JUNE 30, 1967, LETTER TO MR. ALVIN M. DAVID
FroM SENATOR SMATHERS IN CONNECTION WITH HEARINGS oN CoSTS AND DE-
LIVERY OF HEALTH SERVICES TO OLDER AMERICANS HELD BY THE SUBCOMMITTEE
ON HEALTH OF THE ELDERLY

1. We are not able to estimate the extent to which the deductible and coinsur-
ance provisions hrave served to deter people from obtaining health services. There
have been studies of other programs which give some indication, but no definite
finding, that a difference in use seems to have occurred where the beneficiary
pays a share of the cost compared with where he does not. These studies provide
no data on the effect of cost sharing in relation to the medical necessity of the
care,

We have developed estimates on the cost of eliminating the deductible and
coinsurance amounts under part A and part B of the medicare program. The
enclosed statement, Attachment A, prepared by Mr. Robert J. Myers, Chief Actu-
ary for the Social Security Administration, provides information on the estimated
costs associated with the elimination of these provisions.

2. Several witnesses commented on the deductible and coinsurance amounts
under medicare and we share with these witnesses a concern that health services
be available to all aged persons who need them and that medicare beneficiaries
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should not be deprived of care they need because they cannot afford to meet the
deductible and coinsurance amounts. However, we are not prepared to make any
recommendation to modify the deductible or coinsurance provisions. One point to
consider in this connection is that a reduction in cost-sharing which carried with
it a substantial increase in premiums might have the effect of reducing enroll-
ment in medical insurance with the entire medical care costs being borne out-of-
pocket rather than only the deductible and coinsurance. Such larger out-of-pocket
payments would have a greater inhibiting effect on use of care than would present
cost-sharing. Mr. Robert Langer pointed out that States are faced with a heavy
financial burden in making payments towards the cost of medical care for assist-
ance recipients who are medicare beneficiaries and that the States are severely
hampered in the assistance they can provide for their non-aged population. Of
course, the States have been relieved of almost all of the cost for hospitalization
of medicare beneficiaries and this reduction in the State burden amounts to a
significant portion of the health care expenses for these beneficiaries that the
Shates were responsible for before the enactment of medicare.

The enclosed statement, Attachment B, entitled Simplification of Medicare
Procedures for Hospitals, furnishes additional information concerning the provi-
sions of H.R. 5710 that I indicated would simplify medicare procedures for
hospitals.

3. I am informed that the first results of the April 1966 survey of health service
expenses of aged persons before medicare are expected to be available by the end
of September and a full report by the end of the year. I will send you copies of
these reports as they become available.

4. The law places a lifetime limit of 190 days on inpatient psychiatric hospital
services that can be paid for under medicare. (However, this limit does not apply
to any hospitalization for physical illness that a mentally ill person might un-
dergo.) There is an additional restriction on the hospital insurance benefits
available to a person who is an inpatient of a psychiatric hospital at the time he
first becomes eligible for medicare. In the latter type of case, inpatient days in a
psychiatric hospital during the 90 days immediately preceding the first day of
eligibility are deducted from the 90 days of inpatient hospital services to which
he would otherwise be entitled under medicare during the spell of illness begin-
uing with his entitlement. Without these restrictions on hospital insurance cover-
age for persons in psychiatric hospitals, medicare would be paying in many cases
for custodial-type care.

There is also a restriction on the amount of medicare benefits that will be paid
in any one year for outpatient psychiatric care, This restriction was modeled on
similar provisions in private insurance and specifically on the high-option in-
demnity plan of the Federal Employees Health Benefits program. We understand
that these private insurance limitations were developed because some expensive
psychiatric services are based in greater part than other medical services on a
choice by the patient not necessarily related to the seriousness of his illness, as
to the amount and nature of services he receives, as, for example, in the case of
psychoanalysis. It was decided to follow the private insurance precedent and
apply an annual maximum on the expenses for these services for which reim-
bursement can be made; this annual maximum is the lower of $312.50 or 62%
percent of the total bills for these services in a year.

5. On June 1, the Secretary of Health, Education and Welfare announced that
a special task force had been selected to conduct a comprehensive study of pre-
scription drugs. This study is now underway. The Chairman of the Task Force is
Dr. Philip R. Lee, the Assistant Secretary for Health and Scientific Affairs. In
announcing the formation of the Task Force, the Secretary stated that it would
“examine a wide range of factors which are involved in the use of prescription
drugs and will offer its recommendations within six months.”

[Enclosures]
Jury 5, 1967.
MEMORANDUM
From: Robert J. Myers.
Subject: Cost Effect on Medicare Program of Eliminating Deductible and Co-
insurance Provision.

Request has been made for the cost effect of eliminating all deductible and
coinsurance provisions under the Medicare program. This proposal will be con-
sidered separately for the Hospital Insurance system and for the Supplementary
Medical Insurance program.

Under the original cost estimates for the HI program, its estimated level-cost
was 1.239% of taxable payroll. On the basis of this cost estimate, the estimated
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effect of eliminating the initial $40 deductible and the $10 daily coinsurance for
the 61st through 90th days was an increase in the level-cost of .149% of taxable
payroll. This represents a relative increase in cost of 11%. In terms of dollars, on
the basis of the present taxable payroll, .149%, of taxable payroll represents about
$425 million annually. It should be pointed out, however, that the cost estimates
for the HI program are being revised upward so as to recognize the current trends
in hospitalization costs. It would now appear that the revised cost estimates will
show a level-cost that is about 209, higher than the original estimate and, ac-
cordingly, the figures given previously for this proposal to eliminate the deduct-
ibles and coinsurance provisions will be increased proportionately.

Next, considering the SMI program, the elimination of the $50 annual de-
ductible and the 209 coinsurance provisions would result in the present cost of
$6 per month (for the participant and the Government combined) being increased
by about $8.25—a relative increase of almost 140%. Considering the fact that
there are about 17% million enrollees, the effect of an increase in the combined
contribution rate of $8.25 per month would mean additional annual outgo from the
General Fund of the Treasury amounting to about $860 million.

RoBERT J. MYERS.

SIMPLIFICATION OF MEDICARE PROCEDURES FOR HOSPITALS

H.R. 5710 would greatly simplify the medicare benefit structure and adminis-
tration in two important areas of coverage: (1) services to outpatients of hos-
pitals; and (2) X-ray and laboratory services to hospital inpatients and out-
patients that are provided by physicians.

Hospital patients receive a broad range of services, including diagnostic and
therapeutc supplies and ‘services furnished by hospital presonnel and X-ray and
laboratory services provided by or under the supervision of physicians. When the
professional services are billed for by the hospital, they are customarily paid for
by third parties on the same basis, and as part of the same claim, as the non-
professional hospital services. The medicare law complicates reimbursement for
hospital services and diagnostic specialty services by departing from this tradi-
tional billing and payment approach in two important respects:

a. Under the medicare law, payment for the nonprofessional services the
hospital provides to outpatients is made to the hospital by the part A
intermediary on a cost basis but the payment is divided between the two
parts of the program : coverage is under part A subject to a $20 deductible,
where the services are diagnostic in nature ; and under part B, subject to the
part B $50 annual deductible, if the services are therapeutic in nature. In
both cases a 20-percent coinsurance applies after the deductible is met. Pay-
ments toward the $20 deductible under part A are counted as “expenses” of
the patient covered by part B.

b. Payment for physicians’ professional services direct to patients is
covered only under part B. As a result, payment for diagnostic X-ray and
laboratory procedures performed in hospitals is divided between parts A and
B regardless of whether furnished to a hospital inpatient or outpatient.
Under the law, the portion of the hospital’s customary charges which is esti-
mated to be attributable to a physician’s services to the patient is covered
under part B and subject to the $50 deductible and other part B
limitations, whereas the hospital’s expenses for nonphysician services to in-
patients and for the physician’s administrative services and his other serv-
ices which benefit patients generally are covered under part A. The part B
payments for the physician’s services to the patient and the part A reim-
bursement are made by different intermediaries.

The present division of X-ray and pathology services between parts A and
B makes it necessary for hospitals and physicians to agree, for medicare billing
purposes, on a troublesome allocation of physicians’ services into the so-called
part A and part B components; and even where the hospital bills for both com-
ponents, it must bill for and account for them separately under medicare. The
additional work and complexity are a wholly additive administrative burden for
hospitals since the charges which are established serve no purpose beyond medi-
care reimbursement. There are also the complications of having two separate
intermediaries involved in the reimbursement of what other third parties treat
as a single claim. Finally, inequities arise under present law when errors in
estimating the data used in determining the charges for a hospital-based physi-
cian’s service result in paying too much or too little.
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H.R. 5710 would simplify administration by permitting payment for services
to hospital outpatients to be handled as a single benefit, with a single rule for
determining eligibility for payment, patient and medicare liability and fund
accountability. Benefits for all services to hospital outpatients (including hospital
diagnostic, hospital therapeutic, and physician X-ray and laboratory services)
would be available to part B enrollees, subject to the limitations provided for
-under part B and paid from the part B trust fund.

X-ray and laboratory services to inpatients would also be handled as a single
benefit. No deductible or coinsurance requirement would be applicable to these
specialty services, so that where inpatient services are billed for in the form of
a combined charge for physician and nonphysician services no breakdown
would be required. The proposal would make it unnecessary to divide the re-
sponsibility for reimbursement for the services in question between two inter-
mediaries where the hospital handles the billing for both the hospital and
physician components. In these cases, a single intermediary could make all the
required determinations on the basis of the compensation the physician receives
and other costs the hospital incurs in making diagnostic services available.

Senator SMaTHERS. Now, who else is to testig?

Dr. Stuver. I would like to introduce Dr. Carruth J. Wagner, Di-
rector of the Bureau of Health Services.

Senator SmaTHERs. All right, go right ahead.

STATEMENT BY DR. CARRUTH J. WAGNER

Dr. Wagner. Thank you.

I am pleased to appear before you to discuss the important ques-
tions of cost and delivery of health services to older Americans.

The Public Health Service is charged with assisting the develop-
ment of quality medical care for all our citizens. Meeting that re-
sponsibility takes us into every aspect of medical care—from man-
power development to facilities construction, from basic biomedical
research to studies in the delivery of health services.

The health needs of the elderly are essentially the same as those
of the rest of the population. But as the chairman has pointed out,
age creates special social and psychological problems that frequently
stand between the elderly and good health care.

My purpose this morning is to review the Public Health Service
programs devoted to finding solutions to those problems.

At the outset, I would like to emphasize one major contribution
of medicare to the entire health field and to the aged in particular,
and that has to do with raising the quality of care provided older
patients.

Providers of service have been required to meet specified stand-
ards. For extended care facilities and home health agencies, these
standards were the first to be nationally recognized.

Professional organizations such as the Joint Commission on Ac-
creditation of Hospitals and the American Osteopathic Hospital As-
sociation have been stimulated to reconsider their own standards with
the aim of raising them.

States are reviewing and strengthening their licensure programs in
ways closely akin to the certification process under medicare.

A special effort is being made by the Social Security Administra-
tion to assure the quality of performances by independent clinical
laboratories through raising their personnel standards.

Medicare standards have provided benchmarks for determining
the adequacy of care now provided by our health resources.
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For example, the survey of hospitals—including both participants
and those denied participation—showed that 46 percent had some de-
ficiency and that 89 percent of the extended care facilities needed to
improve their operations to meet medicare’s quality goals.

With this information in hand, we developed a program of con-
sultation and training for State health departments to assist them in
their facility certification process and to equip them with sufficient
technical and program know-how so they can, in turn, assist the opera-
tors of facilities in their efforts to achieve the standards.

For the elderly patient and his family, these standards and our
efforts to improve them mean a growing confidence in the quality
of care purchased.

Magor Issues oN Care

Beyond questions of quality lie the major issues of whether care is
available, can older people afford the care, and will they use the serv-
ices they need ?

Central to these issues is the adequacy of our medical manpower
supply. There are, as this committee knows, serious shortages in all
the medical specialties. Perhaps the most significant for the elderly
is the nursing shortage, where we estimate a current deficit of 125,000
nurses just to fill existing vacancies.

With the Office of Education, the Vocational Rehabilitation Admin-
istration, the Department of Labor, and with the assistance of such
legislation as the Allied Health Professions Act adopted by the Con-
gress last year, we hope to gain somewhat in the race to match medical
manpower supply with the demands.

Last year, more than 35,000 nurses were graduated. More than 24,000
nurses came out of post high school programs. And approximately
20,000 hospital aides, orderlies, and attendants received entering
training.

'We have begun to develop another important resource in the nurs-
ing field by attempting to bring back into nursing a portion of the
300.000 licensed professional nurses in this country who are not prac-
ticing nursing.

Through contracts with States, we are supporting efforts to recruit
these nurses, find employment for them, and tg(;ough cooperation with
the Manpower Development and Training Act, offer refresher courses.
Our goal is to increase the number of nurses returning to active prac-
tice by 30,000 in the coming fiscal year.

Senator SmaTHERs. Doctor, let me ask you a couple of questions right
there. Has there been a decline in the hospital school of nursing?

Dr. Wagner. No, sir.

Senator SMaTHERS. There has not been a decline ?

Dr. Weiss. There has been a slight decline this year.

Senator SMaTHERS. A rather substantial decline according to infor-
mation on this side of the table.

Dr. Weiss. In terms of total number of schools there has been a sub-
stantial number.

Senator SMaTHERS. Can we have you identified for the record.

Dr. Weiss. Iam sont'fy.

My name is Dr. Jeffrey Weiss and I am an economist employed by
the office for the Assistant Secretary for Program Coordination.
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The total number of diploma schools has declined considerably in
recent years but total output has not, that is number of graduates.
However, this year, for the first time—that is this fall of this academic
year—there was a perceptible decline in the number of first-year enter-
Ing students, a decline of about 8, 9, 10 percent, something in that
range.

. Vacancies IN NURSING SCHOOLS

Senator SmaTaERs. Qur information is that there are 4,000 vacancies
in these schools and many hospitals that had previously been running
nursing schools are now closing them because there is nobody coming
to school.

Dr. Weiss. That information I would say is a general trend; it is
substantially correct.

Senator SyMATHERS. Why is that ?

Dr. SiLver. There has been an increase in places in the associate
degree programs; that is, the junior college programs, and in the
baccalaureate programs. The total number of nurses graduating is
not declining. The decline is wholly in the area of the diploma school
graduates. You see, the diploma schools have very special problems.

Senator SmaTHERS. Like what?

Dr. Swver. I think young people want a college degree or they
want training that will compare with college training. The people
who would be teaching nurses want to be associated with teaching
institutions so that hospital schools have problems in recruiting faculty
and in recruiting students.

The vacancies that you describe in diploma schools are there and
the fact is that hospitals are closing their schools because they cannot
recruit faculty or students.

Senator SmaTHERs. Is it a fair generalization to say that it is a
}ittle better status symbol to be able to say that you have graduated

rom a

Dr. SiLver. You have a college degree.

Senator SmaTtmers. That is right, rather than having graduated
from the hospital nursing school where you get a certificate, but it
does not look good on the wall.

Dr. Smuver. Yes. You can go 2 years to an associate degree school
and become an RN or you can go 4 years and get a college degree so
that it sort of preempts the 3-year schools.

Senator SmaTuERs. But you can state, as the good doctor over here
stated, that there is an increase in those young ladies and men who are
studying to be nurses and we can expect a greater increase in nurses?

Dr. Siuver. This past fall the largest number of student nurses ever
entered into nurses training, about 48,000 or 49,000 students entered
into training this past fall.

Senator SmataERs. Now, even with the fact that you are increasin
the number of students who are attending courses calculated to le
to a nursing degree, would you not agree that in the light of the
enormous shortage of 120,000 nurses that we somehow should try to
get 2more of the girls and boys to go to the hospital nursing schools,
too?

Dr. S1Lver. Senator, we are not trying to keep nurses out of training.
We are trying to do everything possible to get them into training. I
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think that one of the points that Dr. Wagner made, for example,
was that by means of the nurse refresher program, which is a com-
bined operation between the Public Health é)ervme and Department of
Labor and the Office of Education, we are trying to bring back 30,000
nurses this year, inactive—but licensed nurses—which would be the
equivalent of 1 whole year’s graduating class.

If the Congress would give us the ceiling of the opportunity grants
that were voted in the legislation last year—no money was provided,
only an authority that with those opportunity grants we might pro-
vide stipends for students which might encourage more students to
go into nursing. We have the authority but we didn’t get the appro-
priation.

Senator SmatHERs. How much of the authority was allowed you?

Dr. Stuver. $5 million is the ceiling.

Senator SmatxErs. Passed both Houses ?

Dr. Sruver. The authority, yes.

Senator SmaTHERS. All right, sir.

You go ahead, Doctor.

Let me ask you one other question. I notice you talk an awful lot
about nurses here. Do you get anybody to talk about the shortage of
doctors ?

Dr. SiLver. What should we talk about ?

Senator SmaTaEers. Well, I notice the American Medical Associa-
tion stated yesterday, was it not, that they were alarmed by the fact
that there is now a considerable shortage of doctors and they recog-
nized it.

SHORTAGE OF PHYSICIANS

Dr. Siuver. I think that there is and has been for some time a sig-
nificant shortage in physicians which is ascribable to a number of fac-
tors only part of which has been the very slow increase in the total
number graduated. The shortage is much more acute in some parts
of the country. For example, there are almost twice as many physicians
per 100,000 population in the Northeast as there are in the Southeast.
Some of the conditions of life and conditions of professional life are
less attractive in some areas than in others.

Most of the students now graduating from medical school go into
specialty training so that the differential shortage is more in the areas
of family practice and pediatrics than it is in some of the specialties.

We have to do many things to overcome the shortage and I would
not consider simply producing more physicians as the essential an-
swer. What we need to do is use the physicians more effectively to in-
crease the productivity of doctors and to multiply their activity by
providing physician assistants.

Now you mentioned, of course, sir, that more doctors are beginning
to cluster together in groups which increases their efficiency and pro-
ductivity. We think that this is something to be encouraged very
strongly. We know that if you increase the productivity of the
physicians in this country by only 5 percent it would be the equivalent
of two graduating classes. This is one of the many things that we want
to talk about at this conference next week; what things we are going
to do to provide incentives and stimulus for more physicians to go into
group practice.
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‘We can multiply their efficiency, we can do far more than by simply
working over a long period of time to turn out more doctors. It takes
about 12 years from the time you start to plan a medical school until
you have the product, the physician who can work with patients.
We would like to do something more quickly than that.

PayYsiciaNs’ ASSISTANT

Senator SmaTaERs. I don’t want to delay this hearing but we have
a lot of witnesses and a lot of ground to cover and I am talking too
much. I am going to stop in a minute.

You said to develop a physician assistant.

Dr. StLver. Yes.

Senator SMmaTrERs. What do you mean by that ?

Dr. Siuver. Well, I have in mind a person who would be specially
trained to work with the physician to do many of the things that
require professional training that a physician is not required to
perform. I have in mind, for example, the kind of study that was
made among pediatricians in the State of Washington where it was
shown that 50 percent of what the doctor was doing in his office need
not be performed by someone with that much training. The business
of taking the history and keeping records and handling telephone
conversations in pediatrics, for example, rearranging the formula,
consulting with the mother about guidance with respect to the growth
and development of the child, many of these things would be carried
on by people who don’t need the advance training of 8 or 10 years
of professional training that a physician has.

enator SmaTHERS. You know I happen to agree with you very
strongly.

Dr. Swver. Good. '

Senator Smataers. 1 know the doctors don’t like it but I was in the
U.S. Marines for 4 years and I so well remember overseas where we
had a sick call in the morning and you would see the fellows lined
up to receive treatment for poison 1ivy, cuts, diarrhea, things of a
minor nature, whatever it was. Then we had a couple of corpsmen
there. The corpsmen had enough training and enough sense to know
if a fellow came in there with a fever that he would set him aside
and say “You have to see the head man; you have to see the doctor.”

The doctors didn’t mind this. Mind you, these were not Regular
Navy doctors, this was World War I1 when these were private prac-
titioners who, like everybody else, were going into service. It was a
pretty good idea.

I have seen some of them since and say “Why don’t you still have
this same idea?” But they reply, “Oh, no, now we have to see every-
body ourselves.”

Well, anyway, this whole program, it seemed to me, took care of
cuts, minor things of that nature, with fairly well-trained corpsmen
who had some training, and was perfectly agreeable as far as the
armed services were concerned. Four million people in service and
nobody objected to it and it worked very well. You saved the doctors
to do the very important and necessary things which they had to do
and which only a doctor should do.
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I never have understood why we cannot develop a system similar
to that. I never heard it called a physician assistant before, but I like
the idea. I don’t know why we don’t have a 2-year medical school for
medical assistants.

Dr. Siuver. Dr. Wagner, himself, is involved in a program to
develop specially trained assistants to work with purser’s mates in the
merchant marine.

Senator SmaTHERs. We do this in all the services and it works well.
Inever have understood.

I understand there is a representative of the American Medical
Association sitting out here this morning. I like doctors. I am for
them. I think they render an enormous service and they should be
respected. I know of no economic or political group in our society,
next to the preachers, which gives more charity and gets more abuse
for it. In this area I don’t understand why they are not willing to go
forward with a program of this particular nature, physician’s as-
sistants.

Dr. Sizver. The climate has changed, Senator. The doctors are
not opposing. As a matter of fact, we have had expressions of coopera-
tion from all kinds of physician groupsto help us develop this. We now
have on the agenda, for example, through the Health Services Research
Center that we hope to establish in the Public Health Service and with
which Dr. Wagner will be very intimately associated, to do some of
the exploration and from the partnership for health bill hearings now
in the Interstate and Foreign Commerce Committee. We need support
for the programs that will help us accomplish this thing.

‘We know that it is necessary. We want to do it. We have the program
ready to go and if we get the necessary appropriations and support
from the Congress we will do it.

Mr. Mirier. I know from my own personal knowledge that the
Michigan State Medical Society was promoting this idea at least 20
years ago. I am sure other medical societies have done so too. However,
1s not a basic factor in this the attitude of the patient himself? Isn’t
this an area that would require considerable educational effort to get a
ready acceptance from the patient?

Senator SmaTHERs. I think you are right. That is what some of the
doctors have told me, that the patient’s attitude is the critical factor. I
think the reason is that the patient at that point has never talked with
one of these qualified assistants. As patients see it, everybody’s ail-
ment is the worst. It does not matter what it is. They want the best.
But once you get adjusted to talking to the physician’s assistant, in
some respects you might get a better, at least a longer treatment or a
more thorough treatment from that physician’s assistant.

I think it is a matter of educating the patients and public as well
as the doctors. Every time I read of a doctor shortage I think, why
don’t we do this?

You call a doctor today, and I have an illustration right in my
own office where we were trying to get a young lady in to see a certain
specialist. She has to wait 3 weeks. She needs a doctor now. Now
we can take her out and act like she is runover or something, maybe
get ;?krrsle emergency treatment for her, but otherwise she has to wait

weeks.

83481 0—67—pt. 1—3
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This does not make sense. She needs help now, not in 8 weeks. She
needs prompt medical attention, but she does not necessarily need a
graduate of the University of Florida Medical School, if I can give
that a plug. She does not have to have someone who was an intern for
5 years and then went into some New York City college hospital and
studied under a specialist, and so on, and so on, and so on. That guy
ought to charge a fee; he is entitled to it. But he should not be seeing
routine cases.

Dr. SiLver. You may be pleased to know that I have just returned
from Gainesville, the University of Florida, where they are trying to
develop a program, and hopefully will have a program in operation
soon, for physician assistants, particularly in the area of pediatrics. I
think that most of the kinds of objections that you are talking about
are beginning to disappear.

For example, at Duke where Dr. Eugene Stead has been developing a
program of physician assistants, he has only had four students in train-
ing this last year, but he has 600 applicants for next year’s program.

Senator SmaTHERs. Great. That is good news.

All right. I will stop testifying so much and let you fellows testify
more.

Go ahead.

Dr. Waener. I would like to emphasize again, Senator, that the very
crucial element in the use of the assistant, whether it is the physician
assistant or the nursing assistant, it is the clear-cut definition of the
functions, responsibilities, and authorities of these people and the
maintenance of supervision by the professional because it is only by
managing the health needs of the patient through the allied health
worker, whether he is a physician assistant or a nursing assistant or
some other assistant, that the professional can actually function.

This is why it is so important, when we look at this, that we not
generalize. We must look at the individual physician and the individ-
ual situation and then apply to the maximum the state of the art so that
he can care for as many patients as possible while maintaining quality
of care.

All of the efforts of the Public Health Service in the development of
personnel are under this general policy.

Home Heavte A TraiNiNeg

In addition to the nursing and nursing assistants which I spoke
about, we are also making progress in the training of home health aides
with more than 1,300 now enrolled in 16 projects. These projects are
funded by the Office of Economic Opportunity and the program not
only develops an important occupational group within the health field
but is directed at older, low-income workers for whom the training is
a significant economic asset. :

We have been very pleased at the leadership provided by many
States in this program. In addition to the projects federally funded,
several States have begun training home health aides through the
States’ own employment and education resources.

Every patient, Mr. Chairman, is entitled to receive the treatment and
care appropriate to his needs. Determining the appropriate type of
care is of a special importance for older patients because their medical
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needs may be obscured by the social problems brought on by increasing
age.
g%he utilization review process required by medicare brings physi-
cians together with other service personnel to review the records of
selected aged patients. Through this process, placement problems of
patients can be detected and better choices made for him 1f indicated.

One result of this process has been to bring hospitals into closer
association with extended care facilities so that transfer agreements
can be worked out for the smooth transition of the patients from one
facility to the other as his needs change.

We presently have five demonstration projects underway to test
ways in which combinations of facilities and services can be arrayed
so that dental care can be provided, for example, to patients in a facility
that has no dental staff or equipment, or social services can be offered
to patients by agencies that typically do not serve inpatient groups.

NationarL CENTER oN HEALTH SERVICES

Earlier this year, the President announced his plans to establish a
National Center for Health Service Research and Development. One
of the major purposes of this Center will be to seek new ways of deliver-
ing services to the aged and more efficient methods of using existing
medical specialties.

Meanwhile, we are testing ways to bring services to the elderly for
whom the lack of transportation is often a serious handicap. For
example, at the Dexter Manor public housing project in Providence,
R.I, 283 elderly with an average age of 72 were provided health serv-
ices ranging from nutritional counseling to direct and preventive serv-
ices such as X-rays, immunization, diabetes detection, and so on. An
important element in this demonstration was the assurance to each
resident that he could call upon a competent, concerned person who
knew what to do when a crisis arose.

This particular project was so successful that the community is now
supporting it although Federal funds, which were supporting it, have
been withdrawn.

Closely related to the problem of obtaining appropriate care is the
problem of belated diagnosis of disease conditions. We are testing
methods of assisting physicians in their diagnostic workups by using
computers. In four communities, New Orleans, Providence, Brooklyn,
and Milwaukee, the use of automated diagnostic devices is being tested
to determine how much time may be saved in a communitywide, multi-
phasic health testing program while improving the diagnostic
procedure.

Nursine HomMe Stupres

As earlier reports of your full committee have noted, we know too

little about nursing homes, how they are used, the level of services pro-
vided, and their adequacy as a treatment setting.

The Public Health Service has designed a nursing home socioeco-
nomic research program to develop a baseline on data on nursing home
utilization and costs of services; patient needs and sufficiency of serv-
ices; and methods of improving nursing home care.
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The program began in July 1966, and the contract studies will be
completed on December 31, 1968. We will have a report on baseline
utilization and costs later this summer.

Until now, I have been talking about training, demonstration, and
basic information gathering efforts of the Public Health Service to
improve health services to the elderly.

ParrNersHIP FOR HEALTH

The translation of this knowledge and experience into improved
patient care will come about through implementation of one of the

major achievements of the 89th Congress—the partnership for health

legislation, Public Law 89-749.

Through the Federal-State-local partnership created by this legis-
lation—which, incidentally, is now before the Bongress for renewal—
funds are available for gathering information about the health needs
of all the population, the resources that must be developed, and the
means of their development.

The importance of this information gathering cannot be overempha-
sized, Mr. Chairman. The general information that we gather at the
Federal level is very valuable in developing administrative policy, but
it does not tell us how to cope with the individual in a particular neigh-
borhood who is cut off from health care for economic or social or any
other reasons.

Only the community can overcome these specific obstacles, and the
community can overcome them only when the facts are gathered and
plans are made and implemented. We can advise, guide, and assist com-
munities by helping them collect the data, working with them and
State planning agencies on their planning, and offering alternative
solutions for their consideration.

But the local and State planning effort is the place where the action is
going to be. The partnership for health legislation offers the flexibility
and financial resources needed at the community level to get the job
done.

‘We expect the programs that will develop under the partnership for
health to contribute significantly to the growth of services to the aged.

Thank you very much, Mr. Chairman.

Senator SmatrERs. Thank you, Doctor.

(Subsequent to the hearing Senator Smathers asked the following

questions in a letter to Dr. Wagner:)
JuNE 30, 1967.
DEAR DE. WAGNER :

* * L4 * * * *

1. You referred to “progress in the training of Home Health Aides with more
than 1,300 now enrolled in 16 projects.”

I would like additional information on this program with special reference
on its usefulness to older Americans.

2. In his testimony before us, Dr. George James said that there are only 70
medically directed home-care programs in the nation and that they serve only
5,500 persons. Doesn’t this indicate that there are serious deficiencies in the
availability of such services? If so, what additional efforts are needed to develop
home-care programs?

3. The Dexter Manor project is of great interest to this Subcommittee. We have
‘the excellent pamphlet describing that project in detail, but I wonder if a more
recent and more succinct report is available for inclusion in our hearing record.

4. May we have a progress report on the multiphasic screening projects de-
scribed in your testimony. I would like specifically to know when operations
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will begin, how many individuals will be served, and what variations there will
be in services. I would also like to have your personal views on whether health
screening should be included among Medicare benefits.

Once again I would like to thank you for your help and interest. We will wel-
come any other information you may care to send to us as the Subcommittee
inquiry continues.

Sincerely,
GEORGE A. SMATHERS.

(The following reply was received :)

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
PuBLIC HEALTH SERVICE,
BUREAU OF HEALTH SERVICES,
Silver Spring, Md., July 14, 196%.
Hon. GPORGE A. SMATHERS,
Chairman, Subcommiitlee on Health of the Elderly,
U.8. Senate,
Washington, D.C.
DeAR Me. CHAIRMAN : This will reply to your letter of June 30, 1967, in which

you ask for additional information related to testimony before ithe Subcommittee
on June 22. The requested information follows:

1. Training of home health aides

The U.S. Public Health Service in cooperation with the Office of Economic
Opportunity and Administration on Aging is currently sponsoring 16 Home
Health Aide Pilot projects in ten States: Two are in Florida. Qualifications for
the trainees for this project included age (over 45) and income (under OEO
poverty levels). Both of these factors tend to increase the number of older Amer-
icans involved in the program.

The 16 projects have individualized programs of training. All, however, include
classroom instruction as well as on-the-job supervised training as set forth in
the guidelines for the program. The aides are trained in those aspects of personal
care which a knowledgeable family member could undertake. All personal care
is under the supervision of a registered nurse. The aides also learn to perform such
household services as are essential to the patient’s health care at home and neces-
sary to prevent or postpone institutionalization.

Home Health Aide Service is one of the kinds of service which may be pro-
vided by home health agencies under Medicare. More than a third of the 1,800
home health agencies that have been certified include this service. Thus, both the
aide and the recipient are often senior citizens.

2. Dr. George James’ reference to “70 medically-directed home-care programs”

Dr. James was referring to a 1964 survey of ‘“‘coordinated home care programs,”
a copy of which is enclosed. The study was limited by definition to programs
that are “centrally administered and through coordinated planning, evaluation,
and follow-up procedures provide[s] for physician-directed medical, nursing,
social, and related services to selected patients at home.” The term “physician-
directed” means that the direction and supervision of all patient services (medi-
cal, nursing, social, and related) are the responsibility of the attending physician
~that is, the patient’s personal physician. This does not mean that the agency
which administered a home care program is directed by a. physician. In the 70
programs to which Dr. James referred, only 39 were directed by physicians.

The significance of that study lies not so much in the number of such programs
or how many patients they served in 1964 as in the pattern the programs provided
for home health services under Medicare. As Dr. Cashman stated in the foreword
to the study (seep. iii) :

“Coordinated home care programs were the prototype for the development of
the conditions of participation for home health agencies in Medicare. While, at
the onset, these agencies can qualify for participation with only one therapeutic
service in addition to skilled nursing care, they must have built into them the
features that heretofore have been described as coordinated home care.”

Charts 4 and 10 of the enclosed “Medicare—the First Nine Months,” provide
information on the extent to which home health services are available under that
program to persons 65 years of age and older. There are 1,800 agencies. In the
first nine months of Medicare, 173,000 persons were accepted for home health
services (227,000 during the first full year). Thirty-five percent of the agencies
provided skilled nursing and one additional service, the minimum required for
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certification, but sixty-five percent provided two or more of the additional services
which include physical, speech, or occupational therapy, medical social work, and
home health aide service.

Although the recent increase in number of home health agencies has been sig-
nificant, many are having financial problems and some of the new small ones are
struggling to achieve the financial stability needed for survival. The enclosed
“summary of developments in home health care following the enactment of Medi-
care and Medicaid” desecribes some of the additional efforts needed to strengthen
existing programs and develop new ones where none now exist. We also enclose
a “Guide for the Development and Administration of Coordinated Home Care
Programs” which is used in these efforts.

3. Dexler Manor

As I stated in my testimony, the Dexter Manor project is now being supported
locally ; therefore, we no longer have a constant monitor of its progress. In order
to get the latest information, we contacted Mrs. Raoda Plaza, Director of the
Providence District Nursing Association—the sponsoring agency. Mrs. Plaza said
that she would be pleased to prepare a brief report for the Subcommittee and that
it would be sent to you promptly,

4. Multiphasic screening projects

The four adult health protection projects which involve automated multi-
phasic screening are moving into the operational phase. Pilot testing begins this
month in Milwaukee. In New Orleans services will be offered by September; in
Brooklyn, by November; and in Rhode Island, by May 1968. By the end of the
first year of operation, the centers will have developed capacity for service to
6,000 persons per year.

There is little variation between centers in the services offered. Each program
performs tests or measurements to obtain an array of similar data on composi-
tion of body fluids, functioning and condition of the organs and systems, and
the like. There is, however, some variation in the techniques used to obtain the
data. For example, identification of breast tumors is being accomplished in three
of the projects by mammography—x-ray—and in the other by manual examina-
tion. As another example, in glaucoma testing, one center is using an electronic
instrument to measure intraocular tension, while the others employ a manually-
operated instrument.

The primary variation between projects is in the type of sponsoring agency.
They are being done by a State health department (Rhode Island), a city health
department (Milwaukee), a community hospital (Brooklyn, N.Y.) and a school
of public health (New Orleans). Since a critical objective of the program is to
develop and demonstrate methodology for providing these health protection
services in an open community, this variation is an essential aspect of the activity.
With a different relationship to the total health service system in the community,
each type of agency may employ a different approach to providing a community
service. These projects offer a mechanism for testing and evaluating these ap-
proaches.

A second important variation is in the character of the populations served.
Activities to inform and educate the population about this service, and to en-
courage participation, are being designed to reach different kinds of populations.
Also relationships of the program to the medical care resources vary according
to population, and techniques of working with, for example, both private and
clinic physicians are being developed.

Finally, I feel that screening should not be given high priority—as a Medicare
benefit. Screening is certainly valuable when applied to the aged population.
However, it is much more valuable when applied among aging adults. Early
identification and control of disease in this group would prevent much of the
long-term illness and disability we now see among our older people. I feel, how-
ever, that regular health testing of those in the 35 to 60 age group is a related
but separate issue and should be so dealt with.

For the population considered “aged” and now covered by Medicare, I believe
there are other benefits which ought to be proposed before screening comes under
serious discussion.

If we can be of further assistance, please let us know.

Sincerely yours,
CAERRUTH J. WAGNER, M.D.,
Asgistant Surgeon General,
Director, Bureau of Health Services.
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Senator SmaTHERS. Let me ask a couple of questions of Mr. David
again about medicalid. How many States did you say have it and how
many don’t have it?

Mr. Davip. Of the total of 54 jurisdiction, Mr. Chairman, including
the District of Columbia and Puerto Rico, 29 have a medicaid program
in operation. In 15 more, plans to install these programs are underway.

There are only 10 jurisdictions that have no plans to establish a medi-
caid program under title XIX.

Senator SmaTHERs. What are those 102 Do you have them with you?

Mr. Davin, No, sir.

Mepicamm SrTUaTION IN FLORIDA

Senator SaTHERS Do you know whether my State of Florida has a
medicaid program ?

Dr. Siuver. The Florida State Legislature voted down the program
that had been submitted to them and there is considerable agitation
now for reconsideration. The medical society wants it.

Senator SmaTaERS. The Florida Medical Society is for it. I assume
the old people are for it.

Dr. S1LvEr. Yes.

Senator SmaTHERS. Who is against it 2

Dr. Stver. The legislature.

Senator SmMaTHERS. Do you know whether the Florida State Senate
voted up or down ¢

Dr. S1vver. I really don’t know, sir.

Senator SmaTHERS. I am informed this morning that the Florida
State Senate has passed it, but the lower House voted it down. Is it
not a fact that under medicaid that the Federal Government provides
fundsona ratioof3to1?

Dr. Sivver. It varies, sir.

Senator SmaTuERs. What would be the situation in Florida?

Dr. Smwver. T would have to find out precisely. I would not want to
say.

Senator Smatuers. If I stated it is 3 to 1, would you say I would be
very far off base?

Dr. S1uver. That is reasonable.

Senator SmatuEers. So if Florida put up $15 million, Florida would
have gotten back $45 million ; is that correct ?

Dr. Stuver. That is about right.

Senator SmataERs. Do you think that Florida has many old peo-
ple? What is your information on that ¢

Dr. Siuver. Florida has more than its fair share of old people as
compared to the national average, sir. .

Senator SmaTHERS. We are delighted to have them. However, we
have a large number of them who are in need. Does it make much sense
to you that the Florida State Leigislature would turn down an oppor-
tunity to take care of its medically indigent, when by putting up $15
million they would get back approximately $45 million ¢ ,

Dr. Siuver. No, sir; not when they are spending more than that now
and that they would be getting a greater share from the Federal Gov-
ernment if they participated in the medicaid program. ,

Senator SmaTHERs. Right.
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Well, I want to state for the record that I think the legislature did a
very unwise thing in turning it down and I am satisfied that if most of
the members of the legislature had understood what the problem was
and what the answer to the problem was, they would not have turned it
down. I don’t want to turn this into a political forum at the moment
other than to say that I think our distinguished Governor, who advised
against it, made a very serious mistake and I think he will live and
learn that he has made a mistake.

Now, after making that as a sort of nonpolitical statement, we will
proceed with our hearing.

Gentlemen, Bill Oriol wants to make a contribution.

Mr. Orior. I want to note that several questions will be sent in
writing because of our time problem this morning from the chairman
and possibly from Senator Moss, too. So there will be additional
questions.

Senator SmaTHERs. Now, gentlemen, we are through with you. You
did fine. You are not only good speakers, but you are good listeners.

Dr. Sm.ver. Thank you, Senator.

Senator SmaTazers. Thank you.

Our next witness is Dr. William A. Nolen of Litchfield, Minn. He is
going to testify with respect to the charges made for patients under
medicare. We might later put his article about medical economics into
the record. 4
. Doctor, we are delighted to have you and you may proceed as you

ike.

STATEMENT OF DR. WILLIAM A. NOLEN, LITCHFIELD, MINN.

S Dr. Noren. Thank you very much for the invitation to testify,
enator.

Perhaps I better identify myself so that my remarks can be taken in
the proper context. I am in the private practice of general surgery. I do
the surgery for a clinic in a small town in Minnesota. I am the only
surgeon in the county. I am a fellow of the American College of Sur-
geons and diplomat of the American Board of Surgery.

My coming here was precipitated by an article which I published in
Medical Economics in February entitled, “Are Doctors Profiteering
on Medicare?”

This stimulated some queries from your committee and some sug-
gested questions and the suggestion that I might expand on this testi-
mony or on this article a little bit in my testimony today. This is what
I have done.

I will quote the questions and then testify with the answers that 1
have written.

Your article in the February 20 issue of Medical Economics was a forthright
account of disquieting questions you are now asking about charges made to
patients under Medicare. I would very much like to have you elaborate on the
matters you discussed in that article.

My article in the February 20 issue of Medical Economics was
written as a warning to my associates in the medical profession. I was

7 See p. 49,
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and am afraid that doctors are going to take advantage of the medicare
program to get as much money as they can from the Government. If
this happens it will, I suspect, lead to increasingly strict control of
medicine by the Government, an eventuality that no doctor engaged
in the private practice of medicine wants.

This is, of course, my own personal fear. It is reflected in many of
the articles that I read in the medical——

Senator SMaTHERS. Run that by me once more.

You said you are afraid that the doctors are going to do what?

Dr. NoLen. We are afraid that our medical practices are going to
come further and further under the control of the Government and
my purpose in writing this article was to warn my colleagues in medi-
cine that if we do not use the medicare program with extreme discre-
tion that we are apt to bring this down on our heads even more rapidly
than we assume it will——

Senator SMaTHERS. If you don’t use it with discretion you will bring
what down on your heads? .

Dr. NoreN. Further Government control of medicine.

Senator SmaTuers. OK.

Dr. NoLeN. We doctors, like our patients, act as if the Government’s
money is nobody’s money. If the patient isn’t going to have to pay us
for our services out of his own pocket then he doesn’t care how much we
charge—and neither do we.

I realize that the Government will only pay 80 percent of our usual
fee; but if the other 20 percent hurts the patient, we can always
discount it. '

As long as the Government is paying out money, let us get as big a
share as we can. After all we’re just getting back some of our tax money.

I am aware of the fallacies in this reasoning ; I am simply presenting
what I conceive of as the doctor’s attitude toward medicare.

Exposure T0 PHYSICIANS’ ATTITUDES

Why do I think this is the attitude that dominates the thinking of the
- medical profession? From personal experience and my exposure to
medical practices in various places.

When I was at Bellevue Hospital in New York City, as an intern and
resident in surgery, I never worried about the expense incurred in
caring for a patient. Neither did anyone else on the house staff. We
knew the patients weren’t going to pay for it. Money was never a factor.

As a consequence we were, In retrospect, exceedingly wasteful. We
ordered X-rays, laboratory studies, and medications many times when
we didn’t really need them. It was easier to order them and they might
serve a purpose. There was certainly no financial reason not to order
them. We didn’t make any money for ourselves but we didn’t worry
about wasting the city’s money.

Now, there are arguments that can be advanced to the defendant’s
position. We can say thisis a training institution and that it is actually
necessary for doctors to order these studies in order to learn that they
don’t need them.

This argument has been advanced in other articles. However, this
argument to my way of thinking does not carry much weight because
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if the economic situation were different you could learn in a much more
rapid time some of the things that take 5 years to learn.

At this point, Senator, I was just expanding on this comment about
wasteful ordering of X-rays and laboratory studies that went on at
Bellevue. The justification that is presented for this many times in the
medical literature and by those in teaching is that we allow interns and
residents to do these things to order, probably considerably more than
needs to be ordered, because they need to acquire the experience that
the older man already has.

My argument is that this could be learned a lot more rapidly and
it would be learned a lot more rapidly if the money for every one of
those studies was coming out of the patient’s pocket.

ArTrTUDES IN PRIVATE PRACTICE

When I went into private practice, my attitude changed. Every
time I ordered a laboratory test or an X-ray, I knew that the patient
was going to have to pay for it, if not personally at least through his
insurance premiums. I thought a little longer about what I was going
to order and why.

The same philosophy prevailed in areas of medicine where I had
some financial incentive. I might make $10 if I did a proctoscopy on
a patient, $15 if I read an electrocardiogram, $20 if I burned off
some warts. But the money was coming out of the patient’s pocket
and I made certain he or she needed the procedure before I ordered it.

This was the philosophy that prevailed in dealing with private
patients who were going to pay their own bills. Welfare patients,
gor hv;vhom the county picked up the tab, were managed in a different

ashion.

With welfare patients it was back to the Bellevue thinking, only
more so. Let me make it clear we did not and do not skimp on care
of welfare patients. On the contrary, we are more apt to overtreat
them than undertreat them.

Here are some specific examples of what I mean.

If a private patient comes into my office with symptoms suggesting
a lung infection I might examine him and start his treatment pos-
sibly without getting an X-ray, if I didn’t feel an X-ray was im-
perative at the time. I would tell him to call me if he didn’t improve
or if he got worse, and I would explain to him that it might be neces-
sary later to take a chest film.

With the welfare patient who present the same chest symptoms
I would do as I did at Bellevue and order an X-ray immediately. Why
worry about the expense. The patient isn’t paying for it. It is easier
and less time consuming to get the film right away.

Similar thinking might influence the prescription I wrote. For the
private paying patient I might order a 5-day supply of medicine and
ask him to check with me by phone when it was gone. If he needed
more medicine I could prescribe an additional supply at that time. For
the welfare patient, who gets his medicine “free,” T might prescribe
a T-day supply immediately. :

If there are 2 days of pills left over, well, so what.

But with the welfare patients, as opposed to Bellevue patients, an-
other factor came into play—money. I didn’t make any money when
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I ordered a chest X-ray on a Bellevue patient. I might make money
on the X-ray I took on the welfare patient. So, consciously or sub-
consciously, money might motivate me to order the X-ray on a welfare
patient when it was not absolutely necessary.

ExPERIENCE WITH LABORATORY SERVICES

Let us take another example—laboratory studies. On welfare
patients, before medicare, the county would pay us only $2 for an
office call. Our charge to private patients was $4.

But the county would also pay us $1 for a hemoglobin determina-
tion and $1 for a urinalysis. So there was a temptation to order these
studies whether they were entirely necessary or not. By ordering them
we could at least break even financially, and we could hardly say our-
selves whether we were motivated by money or just good, thorough,
medical practice, when we ordered them.

Now i? this has been the prevailing medical attitude toward financial
matters where indigent and welfare patients are concerned, why
shouldn’t it be the prevailing attitude toward medicare patients? In
my opinion it is—and in one respect it is worse.

With medicare we live in constant dread that at some point the
Government is going to set rigid fee schedules for us. We fight con-
stantly, therefore, to keep our “usual” fee as high as we can. If we
are going to have our fees fixed let us have them fixed at what is,
temporarily at least, a satisfactory level.

I would guess that this is the reason that in 1966, as was just re-
ported, doctors’ fees and hospital fees went up far above the antici-
pated level,

Senator SMaTHERs. Let me ask if I get that straight.

Dr. NoLen. Just before medicare came in there was a rise in doctors’
fees and hospital charges. This was just testified to by the group here.
I would gxess that much of this was in anticipation of medicare.

We didn’t want to get caught with our fees outdated.

Senator SMaTHERS. Just too low.

Dr. Noren. That is right.

We wanted to be sure that we were at a decent level in anticipation

" of the fact that they might be frozen there and we might have to sit
around bargaining to increase them,

Senator %MATHERS. You are not old enough to remember at the
beginning of World War IT when people who had apartments to rent
suddenly realized that rents were going to be frozen and thought as
2 matter of good judgment and precaution that they had better raise
their rents a little bit at that time, so that they would be frozen at
what they figured was a level that would be able to return to them
some profit over the course of an indeterminate number of years.

Now I gather what you are saying is that it is your feeling that one
of the reasons that the doctors’ medical fees have gone up this past
year over 7 percent is not necessarily because they are spending more
time on the patient or because they are actually doing more, but that
it is a natural hedge against the eventuality they fear—and we all fear
for that matter; I would not like to see this happen—they fear that
their fees may be frozen.



40 COSTS OF HEALTH SERVICES TO OLDER AMERICANS

If they are going to be frozen, they want to have them frozen ata
good level.
Is that what you are saying?

ArrrTUDES ON SURGICAL FEES

Dr. NoLen. That is exactly it, yes.

I would like to talk specifically about surgical fees for a minute,
since, as a surgeon, these are of some concern to me.

Before medicare, as I said in my article, I individualized in many
cases—in all cases really. The philosophy of the doctors where I prac-
tice is to charge only what we think a procedure is worth and not to
increase the charge just because the patierit is wealthy.

I am sure you are aware of this philosophy, this “Robin Hood” idea
that you charge more for the wealthy so that you can treat the charity
patients for less. We have never subscribed to that and T have never
subscribed to that.

Whether a patient makes $7,000 a year or $50,000 a year, I charge
him $150 to take out his appendix. I never raise that fee.

But I would lower it. An old man who couldn’t stand to pay $150
just paid what he could and I would write off the rest. But not since
medicare. The Government pays, so everyone is charged the maximum.

This attitude stems, as 1 mentioned, partly from fear of future
rigid Government regulations, but it also stems in part from experi-
ences like some of those I've already had with medicare.

Let me give you one example. I operated on an elderly woman some
months ago and I did a hysterectomy for cancer. My usual fee for this
operation is $300 but this particular patient had had deep X-ray
therapy just prior to operation and the postoperative care was much
more time consuming and demanding than is ordinarily the case. So
T sent her a bill for $350.

I got a letter back from medicare asking for an explanation of my
increased charge. I had to dictate a letter justifying my charge to a
layman somewhere who probably didn’t know a thing about surgery.

Now I realize that I may be wrong about this, very probably these
things are scanned by doctors, but this is the way the letter comes to me
and this is the way I react. I would have to take time to get the chart
out.

This sort of timewasting incident aggravates me and other sur-
geons. We resent having to justify to the Government any deviation
from our standard fees. Maybe it shouldn’t bother us, but it does.

Artirupes Towarp HoSPITALIZATION

Before leaving the first topic I would like to say a few things about
the attitude of doctors toward hospitalization and how it is affected
by the patient’s status—private or medicare.

Private patients want to get in and out of the hospital as expedi-
tiously as possible, if for no other reason than a financial one.

Medicare patients, not all, but many of them, have no such de-
sire. They are elderly, many of them come from nursing homes or
from the homes of their children, and the break in routine that hos-
pitalization affords them is a welcome one. The children with whom
they live welcome the break, too.
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I am not criticizing them for this attitude. It is a perfectly un-
derstandable one.

The end result, however, is that pressures are put on the doctors
by the elderly patient and his family, to hospitalize the patient
when he could be managed at home. And when he is hospitalized
more pressure is exerted to keep the patient longer than is necessary.
If you would like specific examples I can give them to you.

1 am very surprised at the questions that you have asked of the
recent panel. This may be true that the statistics won’t bear me out,
this is a personal impression from my own experience with elderly
patients 15311; they want to stay in a few extra days and you let
them stay in a few extra days. .

Senator SmaTHERS. In otﬁer words, when I was asking him about
the statistics which they say are going to show that they do not
stay as long?

. NorLeN. Yes. i

Senator SmataERs. I was surprised about that indication, too.

They are not staying as long as they thought. What you say here
seems to my ordinary layman’s experience to be the case.

Dr. Norewn. This, of course, is just based on my opinion. I have
been chairman of the utilization committee on the hospital since it
started so I have, at least in our hospital, a pretty good picture of
what is going on.

The easy out for the doctor is to surrender to the pressure and
keep the patient. Not so long that the utilization committee investi-
gates the case; just 2 or 3 extra unnecessary days. But multiply
these extra few days by thousands and the total extra expense is
quite significant.

‘Wo realize this but it is very difficult to repeatedly spend our time
arguing and explaining to patient and family that they must go
home. Far easier to just givein.

A Swine or THE PENDULUM

What I hope I have said, probably in a roundabout way, is that
where before medicare the elderly might not have been getting
enough medical care and the medical profession was not being ade-
quately compensated for the care it did provide, now the pendulum
has swung the other way.

The medicare patients are being overhospitalized and overtreated
and, correspondingly, the medical profession consequently is being
overcompensated for its services. The medicare program is and will
be far more expensive than it should be.

Patients, hospital administrators, and doctors, like most other peo-
ple, function on the premise that Government money is nobody’s money
and spend it carelessly, holding on to as much of it as they can for
themselves.

The second question : “What kind of response did you receive to the
article? Do you believe that many other physicians share your views?”

Senator Smaraers. Could I interrupt you there?

I don’t know what you are going to say later on. You say patients
are overhospitalized and overtreated, and that, correspondingly, the
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medical profession is being overcompensated. I think that is a very
important statement.

Do you agree that if the Members of the Congress finally come to this
conclusion, as you have stated it, that greater impetus would be given
to that which the doctors fear the most, Government regulation of
fees and drug costs, et cetera ?

I personally am opposed to such regulation, and I think most Sena-
tors are. But if what you say gets to be the general practice, then I
don’t know what other alternative there is, other than to bring on that
which they most fear.

Now does that make sense to you ¢

Dr. Nowen. I could not agree more. This was the purpose of the
article as I wrote it. To emphasize that if this builds up into a sig-
nificant factor then we are going to get just what we don’t want.

In other words, when I say we are overcompensated, I am talking
about situations where a patient comes in and she is in the hospital,
you feel it is time that she can go home.

The family says, “Well, let her stay 3 or 4 more days.” If we give
into this, then we get paid for every day she is in the hospital, what-
ever we charge for a routine hospital call and the Government has to
pay ffor those 3 or 4 extra days of hospitalization and they have to pay
our fee.

What this medicare program has done is—it throws a tremendous
burden on us to get these patients out. it demands more time of us and
diplomacy and everything else. We have to sit and argue with the
patient that just because the Government says they can have all this
time that it is not medically necessary and that they should be going
home at this point.

I will give you another example. There is another article just this
week in the Medical Economics and the title is “Medical Ethics and
Medicare.” He raises a question, he referred to the article T wrote. He
said this is just bad ethics.

Well, I am not going to argue that point. I discuss it a little further
here. But he raised the question of this type. A patient that he has,
he is a urologist, has a chronic urinary tract infection.

Taree-DaY REQUIREMENT (QUESTIONED

This man should be in a nursing home. The nursing home will
charge for, we will say, 2 weeks or something like that. At any rate, the
total bill for the nursing home would be $1,400.

Now if he admits that patient to the hospital for 3 days or whatever
the minimum requirement is, he can then transfer the patient to the
nursing home and instead of paying $1,400 the patient pays $400.

In other words, by admitting this patient to the hospital for a
workup which is not really necessary but which could be medically
justified, he will save the patient $1,000.

Now in a situation like that what do you do? Do you admit the
patient for 3 or 4 days of hospitalization so you can save him $1,000
or do you send him directly to the nursing facility ?

These are tough questions in medical ethics.

Senator SmaTrERs. Let us stop right there.
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I agree with you, it is tough, but this is where we have a responsi-
bility here in Congress and the executive branch of the Government not
to make that necessary. This is where we are at fault.

I am sorry that these administrators didn’t stay here to hear this
because these are the kinds of things that should be changed. The
statute says that you have to be 3 days in the hospital before you can
be eligible for extended care benefits under medicare, and because that
is the law, as you say, you have the problem of putting him there first,
so you can take him out and put him in the extended care facility.

So our laws are sometimes unrealistic.

What can we do? We put the doctor in this case in a situation
where he has to decide, “Well, I have to help the patient even though
he really does not have to go to the hospital for 8 days.”

That is what you are saying, is it not ?

Dr. NorawN. That is right. He does not need to.

Senator SmaTHERs. He has to go to the hospital to qualify for
extended care.

Dr. Norawn. That is right.

Senator SmaTHERS. Somewhere in there we have to turn back to the
doctor a little more discretion. I think there are a number of illus-
trations of areas where we must trust the doctor’s discretion.

What T am interested in as an individual Senator is how do we get
the doctors and the executive branch of the Government to get to-
gether and eliminate these kinds of little silly rules and regulations
which unnecessarily put the doctor on the spot, cost the Government
more money, and encourage a doctor to do noneconomic things?

Dr. Noren. I could not agree more with that.

Senator SmatHers. The 8-day requirement in the statute—why did
we put that in the statute ? That does not make a lot of sense. The doc-
tor ought to decide that. '

Tsn’t that right ?

Dr. NoreN. I certainly agree; yes.

Senator SmarHERs. Why don’t we get something to change that ?

Mr. Orror. Doctor, would you care to see something which would
enable the doctor to certify that this patient should receive nursing
home care rather than going through the 3-day process?

How would you like to see it done? Do you have a suggestion for
the ultimate process ?

Dr. Noren. Well, T am inherently against a lot of regulations but I
certainly think this would save a lot of money and it would take a lot
of strain off of the problem of ethics that the doctors face.

I mean, I don’t know, myself, how I would react to a situation like
that. This is one of the points I am making, we react to medicare
patients in a different way than we act to the private paying patient.

Mr. Orror. Take it back to the hospital care that he does not really
need but it can be justified if he has to——

Dr. Noren. I would forgo this.

Mzr. Orior. Send him to the nursing home at the great additional cost.

Doctor, if the law were changed, could we rely on the doctor’s sense
of ethics and his knowledge of medicine to give him the ability to sign
a certificate saying that this person should go to a nursing home?

_Dr. Noren. Certainly. There is no advantage to the doctor putting
him in the hospital first. Yes; I certainly agree.
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Mr. Orron. What is your idea:?

Dr. Cainn. As I remember it, if this provision did not exist there
would be a great many people in nursing homes in whom there was
inadequately documented medical data.

If I understand it properly, this is one of the reasons that this was
put in there. Now, how you can resolve this, I of course, don’t know
at this point, what mechanisms one might design to resolve this.

Senator SMaTHERs. Mr. Frantz reminds me this was an issue during
1965 in the conference on the social security-medicare bill that year.
I was in the conference which acted on the House and the Senate
versions of that bill, and I recall that Congressman Mills was concerned
about the possibility you have discussed, and he held the view that
if the medicare beneficiary went to the hospital it would prove that
he was sick enough to justify his receiving extended care benefits un-
der medicare.

Now we come back to the reverse: by putting medicare beneficiaries
in the hospital sometimes we are giving them a treatment that they
don’t need when in fact all they ever needed was to go to extended
care facilities.

This is a situation we will try to resolve, because obviously, elimi-
nating this requirement would save the Government a great deal of
money and at the same time take the doctors off the spot. It seems
to me we’ve got to trust the doctors somewhere. We'’re encouraging
the doctor to do an unethical thing by the present rule. We are en-
couraging the doctor to send him to the hospital when he does not
need to go to the hospital.

Is that right?

Dr. NoLeN. Yes, that is right.

Dr. Cain~. Do you feel, Dr. Nolen, that, generally speaking, eco-
nomic considerations are as great as you are portraying here today?
Do you feel that, indeed, both from the point of view of the physician
and from’the point of view of the patient that this overall dominance
of money is dictated for medical care to the degree that you imply?

Dr. Nowen. Not at all. I am sorry I am implying this.

Arrirupes Towarp GoverNMENT Funps

Probably I am because I am trying to emphasize a point. The point
that I am trying to make is this: that actually we think less about
money with the medicare patient, we think more about money with
a private patient. We are not so conscious of what the medicare pa-
tient has to spend, what his medical care costs him as we are with
the private patient.

We are careless with the funds of the Government. We are not out
to make a fortune on the Government. We are afraid for our own
Evelihood, we are afraid for what is going to happen to us in the
future.

I say, “we.” I am using this rhetorically. I think that it is not that
we are dominated by the money; I don’t think this is the point that
I am trying to make at all. I am just saying that we are kind of care-
less about the Government’s money. We are not as thoughtful about it.

If a man has to reach into his pocket and pull out $10 and hand it
to your secretary for a chest X-ray, you think a little longer about it
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and you are apt to discuss the situation with him some more than if
the $10 is going to come from this nonentity, this Government—not
nonentity.

I am sure that is a very poor choice of terms, but it is an impersonal
thing. You don’t worry about it. This is what I am afraid of. We have
got to convince doctors that they have to give just as much thought
to the charges to a medicare patient as they do to.a private patient and
it is a very difficult thing to do. .

These are the examples that I am giving you. I have been exposed to
it before in my practice in the city hospitals, in the State hospitals, and
in the Army and you just do not think about money. You are careless
with it because it is the Government’s money and you don’t have to
worry about it. Let us just get away from the doctors’ ethics and the
profit motive.

I brought in this because I am not sure but what it might be a factor.
It is hard to say about some of these things; it is very difficult to say
why you ordered the X-ray. You are going to make $6. Let us assume
you are going to make $6 and you order the X-ray.

If the man says, “You ordered this because you wanted to make $6,”
and you say, “No, I ordered it because the patient might need it,” now
he is not going to believe you and subconsciously I don’t know myself
sometimes why we do these things.

I can justify it, though, in any court. I can say he needed this but
with the private patient I would wait a while.

If we could only convince doctors that they would have to think
about medicare Patients the same way they think about private pa-
tients, then I don’t think this problem would exist.

I am very cynical about the probabilities of convincing them along
those lines because we are skeptical about the Government.

Shall I goon?

Senator Smatuers. But you have got to keep making that speech of
yours to the Medical Society and hope they wi{)l continue to invite you
to make it.

Dr. Noren. I hope they do.

Senator SmaTuERs. Because what they fear the most is likely to
happen just as a result of what you are talking about here, a feeling
subconsciously that it is nobody’s money. I think that is a very apt
illustration.

Dr. CainN. Regardless of whether the money comes from profes-
sional judges or whether or not quality medical care calls for this
X.-ray 1s indeed true regardless of where the money comes from.

This is an issue that the medical profession must face, what is qual-
ity medical care regardless of where the money is coming from,
whether it is out of the pocket of the individual or the Government
Treasury, it seems to me, not as to whether that person needs that
X-ray in order for the doctor to deliver quality service.

This is idealistic. I am quite aware, I agree it is a very delicate sub-
ject but still basicto the whole problem which we——

Dr. Novew. I agree this is the decision but what I am saying is that
subconsciously your term of “quality medicare” is modified by eco-
nomic circumstances.

Senator SyraTrers. All right, sir.

83-481 0—67—pt. 1——4
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You goahead now.

Dr. NoLen. All right.

I was asked about the response to my article.

Some doctors felt I had overstated the case, but no one argued that
the basic premise was untrue.

Some of them felt that I should have emphasized the patient’s role
a little more. They felt that patients were putting a lot of pressure on
the doctors for medical services that weren’t warranted, particularly
for unnecessary hospitalization, and that doctors were simply giving
in to these pressures; that we weren’t necessarily motivated by an
opportunity to increase our income but simply couldn’t be bothered
arguing with patients who wanted what the Government said they
had coming.

The letters from physicians, subsequently published in Medical
Economics, supported my point of view. I will quote one of them which
I think expresses the feelings of many doctors.

“The overriding fact is that the Government volunteered to get
into the medical services act, muscling in on the physician-patient re-
lationship and saying: ‘Here, let me pay for it, cost is no object.’ The
latter half of that statement is, of course, pure hogwash. Our fantas-
tically wasteful Government can, and will eventually, go broke. And
as the deficits pile up, the first costs to be cut will be doctors’ fees. In
the past it was possible to control medical extravagances because there
was a price tag that discouraged overdemanding patients from pam-
pering themselves. But now that rich Uncle is paying, there’s no limit.
How this can be blamed on the doctor is beyond me.” The attitude of
another respondent seemed to be “Why get so steamed up? This is the
way things have always been, and always will be.”

s an example, he quoted a patient who comes in and has hospital
insurance. You keep him in maybe an extra day or two because the
insurance company will pay for 1t. This has been more or less common
practice, where if a man has no insurance he gets out of there a little
bit more quickly.

Waar Is OpriMmum CaRe

Now, again, what is optimum care? Here it is pretty difficult to
define. If you give him 2 extra days, is this bad medical care, is that
a lowering of your standards? It is difficult to define it. I think the
medical profession generally, if the money is not coming out of the
patient’s pocket, tends to give a little more hospitalization, a little
more medicine, a little more everything else.

Senator SmaTHERs. Do you have any suggestions for improving the
situation or at least exploring the ethical questions you mentioned ?

Dr. Noren. I am not optimistic about improving the situation. The
ethical questions I mentioned all have to do with our attitude toward
Government money—not our attitude toward the patient.

I don’t believe there are many doctors who are not most sincerely
dedicated to providing optimum care for their patient, be he a private
patient, a welfare patient, or a medicare patient. None of the patients
I have mentioned—Bellevue, welfare, medicare, or private—suffered
in the least because of the different approaches used in treating them.
The end result for all was and is high quality care, but the private
patient received it economically.
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I admit the practice of doing procedures that don’t need to be done
and inflating fees just to get more money from the Government is
ethically bad. But the phi%osophy that seems to prevail everywhere
is that 1f you can get extra money from the Government go ahead and
do it. Our practices relative to medicare are not unlike the approach
we use when we pay our income taxes. Try for all the deductions,
justified or not. If the Government disallows them you are not out
anything; and if you can get away with them so much the better.
The ethics of those practices theoretically leave something to be de-
sired—but it doesn’t bother our consciences.

So I don’t think a simple appeal to doctors to please keep their
medicare fees low will be efficacious, unless they can be convinced that
it is to their own self-interest to do so, which was another point I tried
to make in my article. I would suggest that'if doctors can be assured
by the Government that strict regulation of fees and medical practice
will not be forthcoming as long as the medical profession follows
reasonable policies in setting fees, then perhaps doctors will police
and regulate themselves effectively. Exactly how this can be accom-
plished, I don’t know. Most doctors are convinced the eventual aim of
Government policies is more or less completely socialized medicine.

I do think it might help if the administration of the medicare
program were, at least to a significant extent, put under the control
of doctors who were acquainted with the attitude of private practi-
tioners of medicine and had some good rapport with them. I won’t
exga,nd on that now.

enator SmaTHERS. You started out to answer our question as to the
reaction to your article among your brethren of the medical profession
and as I understand it they all sort of admitted you are right but
they didn’t want to do much about it.

ave you had an opportunity to discuss this, for example, with the
Minnesota State Medical Society ?

Dr. NoLeN. No, I have not.

Senator Saatuers. Have you had an opportunity to discuss it with
your local county medical society ?

Dr. Noren. No; not formally.

Senator SmatHERs. Have you had an opportunity to discuss it
formally with any of the medical organizations or medical media?

Dr. Noren. No, sir.

Senator SmaTERs. To what extent would you think that the doctors
throughout the Nation have read your article?

Dr. Nowen. Well, I can give you the readership figure on Medical
Economics if you want. Seventy percent is the figure that they quote,
it is one of the most widely read magazines that is circulated of this
type.

Senator SmatHErs. Has the magazine subsequently printed any
letters on your article?

Dr. NoLeN. Yes. I quoted one letter quite extensively in here, and
there were two or three other letters. I think it also precipitated the
writing of subsequent articles. -

In this week’s issue there is one, as I mentioned, and then there is
another article that came out approximately a month after mine, or
2 months after mine, on the same subject, entitled “Are Medicare
Scandals Brewing?”
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So it is, I would guess, quite widely read.

Senator SaraTHERs. All right, sir. I would like to have your views on
actions that can be taken to provide high quality health services to
elderly persons who do not now have such services.

- Dr. Noren. Frankly, I am not aware that elderly persons do not
already have high quality health services. I suppose this depends to a
large extent on how one defines the term “high quality health service.”

In my opinion the doctors in our area are providing high quality
medical care to everyone, including the elderly, whom we serve. And
we serve everyone in our county and its immediate environs.

If we choose to define “high quality medical care” as that care which
can only be administered in university centers or hospitals of over
1,000 beds, as some people now try to define it, then of course the
elderly, alonﬁ with most of the general populace, don’t have immediate
access to such care.

SERVICES IN SMALLER HosprTaLs

I contend that an 80-bed hospital, of the type we have in Litch-
field, can provide excellent medical care for 95 percent of the popula-
tion 95 percent of the time. The other 5 percent who, 5 percent of the
time, need the elaborate facilities a.vaiﬂfble only at a huge center,
can be referred there for such care as the need arises. This is what
our practitioners of medicine have done, are doing, and will con-
tinue to do for the elderly as well as for anyone else who needs it.

I had better emphasize that when I say the elderly are now re-
ceiving optimum medical care, I base my statement only on my own
personal experience. What is true in Meeker County, Minn., obvi-
ously may not be true elsewhere.

I have already elaborated on why I think Government programs
are inevitably wasteful and expensive. I could expand on this subject
further, citing examples from my experiences as a physician in citiy,
State, and Army hospitals, but I am not certain that this is a field
you want to explore at this time. If it is, just say so.

I hope this statement deals with the aspects of health care of the
aged tﬁ)at you wanted me to consider. I will be most willing to give
you whatever assistance I can be commenting on them. :

Thank you again for giving me the opportunity to testify.

Senator SmaTHERs. Doctor, thank you very much.

Do we have any questions ?

Mr. Oriol, do you have any questions ?

Mr. Orror. No.

Senator SmaTtrERs. Dr. Chinn, do you have questions?

Dr. Caixnn. The only question I would like to ask Dr. Nolen is
whether he feels preventive measures outside of the hospital might
be more economically pursued or whether they should be toward
prevention of illness and disability from disease as a means of economic
safety. Whether, in your community for instance, this would be a
practical approach rather than the utilization expense of the hospital?

Dr. Noran. I don’t know if I can answer that question specifically
because I don’t know exactly what type of service you are suggesting.
We instituted some of the things that have gone along with these new
medical programs that are associated with Project Headstart and
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that sort of thing. I am not sure that the statistics will bear out that
the things that are found through these programs are numerous
enough to warrant whatever the expenses incurred are going to be. I, of
course, am in favor of preventive medicine and if it takes some sort
of a pian to institute it then I agree that it might cut down expenses
of the further, more intricate care that is demanded later on.

Senator SmarHERs. Let me ask you one question that has been sug-
gested to me. Doctors are urging that direct billing be permitted under
title XIX rather than wendor payments. Now, what is your feeling
about that?

Dr. Noren. They were recommending direct billing rather than
vendor payment?

Senator SmaTHERs. Yes. You will recall earlier this morning when
we had the Government witnesses here it was their feeling that doctors
would oppose getting the billing, technical word vendor, coming
through tlrm)e Government to the hospitals for their payments, those
doctors who wanted to get it directly were creating some additional
cost and some difficulty. What is your comment about this?

Dr. Noren. I would say that we would all—I cannot say that. I
would say in our community the doctors unanimously would prefer
to bill the patient directly. We want to avoid as much redtape as we
can, but from the practical point of view we don’t bill them all di-
rectly. We pick ang choose. We bill as many directly as we can and
then take assignments on those where it is more practical and realistic
to do so. But we would prefer to bill directly.

I would think this would be the general consensus in the medical
profession. But from the practical point of view it does not work out.

Senator SmatHERs. All right, sir.

Dr. Nolen, thank you very much.

Without objection we will put Dr. Nolen’s article in the record at
this point.

Dr. Norewn. Thank you.

Senator SmarHers. Thank you very much.

(The article follows:)

ARE DocTORS PROFITEERING ON MEDICARE?
(By William A. Nolen, M.D.)

No health-care program has ever strained the ethics of the medical profession
as Medicare is doing. The temptation to chisel is enormous. Are doctors suc-
cumbing? .

I can’t speak for the medical profession as a whole, of course, but I'll admit
that I try to take as much Medicare money from Uncle Sam as I possibly can.
From what I've seen and heard, a lot of other doctors are doing the same. Maybe
what we’re doing is ethical, and maybe it’s not. It depends on your point of view.

Let’s consider the matter of fees. Before Medicare, I individualized the fee on
every case. The old-timer who needed a colon resection might be charged any-
thing from a token charge to $400, depending on his ability to pay. Four hundred
was my “usual fee”—that is, I never went over it, even for the most wealthy.
But if a patient was financially strapped, I'd cut my charges to the bone.

Those days are gone forever. Now, with Medicare patients, we doctors charge
our “usual fee” for everything. And the consultations, catheterizations, cut-
downs, and other procedures—things we often used to throw in for free—get
tagged onto the bill. If the Government people will pay it, fine. If they won’t, we
can always discount it later. All this is technically ethical, of course. But it does
show the way we're thinking.
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What bothers me more than our new charging practices, however, is the way
in which almost guaranteed payment-in-full is apt to color our medical judg-
ment. For example, I know a 73-year-old woman who has been in and out of the
office of every doctor in town for the last 10 years. She always has some com-
plaint, most of the time purely functional. Till last July she was on welfare,
and whoever happened to be taking care of her would, for next to no fee, give
her the time and treatment she needed. But that wasn’t much. She knew she
wasn't really sick, and so did the doctor.

Now that she’s on Medicare, how things have changed! She spends half her
time in the hospital getting expensive diagnostic studies and thorough work-ups
by a host of physicians and consultants. Is she really any sicker than she was?
Of course not. It’s just that now the doctor gets paid for his proctoscopy, fluoros-
copy, or his consultations. And who knows? Maybe somebody will find something
wrong with her. So the studies can, in the loosest sense, be medically justified.
But the main reason she now gets more attention than she used to is that it’s all
practically free for her—and more lucrative for both the doctor and the hos-
pital. Is it ethical? You tell me.

That woman doesn’t happen to be one of the patients I've cashed in on, but
I'll admit there have been some. I'm not at all certain, for example, that I’'d
have taken off one old gentleman’s sebaceous cyst if he’d had to pay for it him-
self. I'd have probably told him not to worry about it, that the cyst would never
hurt him. But since he’s on Medicare, I wasn't at all reluctant to do the job
when he asked me to. I didn’t talk him into it, but I sure didn’t discourage him.

I’ve noticed, too, that a lot of other men are doing more elective procedures
on the oldsters since Medicare came in. Warts are getting burned, moles are be-
ing removed, and a few veins strippings of minimally dilated varices are getting
onto the schedule. Some of these may help the patients substantially, but many
of them aren’t strictly necessary. If it weren’t for Medicare, they probably
wouldn’t be done.

The fault, of course, is not completely ours. Now that the oldsters are on
Medicare, they can demand that things be done for them—and they do. After all,
haven’t they got a right ito Government-financed medical care? Didn’t Uncle
Sam say they could have their warts burned, their cysts removed, their veins
stripped—and he’d pick up most of the tab? Then who are we doctors to deny
them what the Great Society has bestowed on them? When you consider these
pressures, it's not difficult to understand why some physicians give in and take
the easy—and remunerative—way out.

Hemoglobin determinations, urinalyses, blood sugars, and the like are all in-
creasing in frequency. It’s possible to argue that more such tests should have
been done in the past than were done, and I won't disagree. Still, I'm as certain
as I can be that a lot of unnecessary checks are being run. I've seen them, and,
very possibly, I've ordered some myself.

I say ‘“very possibly” because this whole area is a nebulous one. It would take a
utilization committee full of Clarence Darrows to prove that a hemoglobin, a
urinalysis, a.proctoscopy, or even an exploratory lap was completely unjustified.
In medicine things just aren’t that black and white. It's difficult for even the
most conscientious doctor who orders a procedure to be certain that somewhere,
deep down in his subconscious, his judgment isn’t being influenced by the money
he’s going to make—maybe just a little.

Lest you think I'm being picayune, let me remind you that the degree of our
cheating—if that’s indeed what it is—has little bearing here. Those of us who
order unnecessary hemoglobins because Uncle Sam is paying are not in a good
position to criticize the few who perform unnecessary hysterectomies on Medi-
care patients. Remember the story attributed to George Bernard Shaw about the
woman who agreed that she’d sell her favors for $100,000? When asked if she’d
do it for $2, she answered, “What do you think I am?’ His reply was: “Madam,
we have already established that. We are now only quibbling over price.”

We're all intelligent enough to know that Medicare isn’t free. One of the main
reasons we fought it so strenuously is that we know Government programs are
inevitably wasteful and expensive. Eventually, through our taxes, we’ll pay
through the nose for this one. But an immediate result of Medicare is that it
enables us to increase our incomes. When we're greedy and shortsighted, and
succumb to the practices I've mentioned, we tempt fate. Injudicious behavior
on our part may not only bring rigid Government control down on our necks
but, more lamentably, may also destroy the ethical standards of medical practice
we've fought so long and hard to maintain.
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Senator SmatHERs. Mr. John W. Edelman and Mr. William R.
Hutton, president and executive director, National Council of Senior
Citizens, and Mr. Frank Wallick.

We are delighted to have you gentlemen here, as is always the case.
You may proceed as you like.

STATEMENTS OF JOHN W. EDELMAN, PRESIDENT, AND WILLIAM R.
HUTTON, EXECUTIVE DIRECTOR, NATIONAL COUNCIL OF SENIOR
CITIZENS; AND FRANK WALLICK, LEGISLATIVE STAFF OF THE
INTERNATIONAL UNION, UNITED AUTOMOBILE, AEROSPACE &
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA, UAW

Mr. EpeLman. Mr. Chairman, in case you have not met them already
this is Frank Wallick of the legislative staff of the international union,
United Automobile, Aerospace & Agricultural Implement Workers
of America, UAW, who is testifying here today on behalf of Mr.
Andrew Brown who is in charge of the retirees’ section of his orga-
nization. On my left is Mr. William R. Hutton, executive director,
National Council of Senior Citizens, who will in great measure carry
the burden of this testimony. I will make a very brief statement.

I am John W. Edelman, president of the National Council of Senior
Citizens, an organization comprising roughly 2 million members ded-
icated to building a better life for all the elderly in this country.

I mention in passing, sir, that I am also a “victim witness” in this
instance. I have had two spells in the hospital as a patient under
medicare program.

We of the National Council of Senior Citizens welcome the atten-
tion being focused on health needs of the elderly by the distinguished
members of the subcommittee. We appreciate the wealth of knowledge
and experience being brought to bear on this problem by the chairman,
Senator Smathers.

Senator SmaTHERs. Thank you very much.

May I say here that looking at you after you have had those two
experlences in the hospital it is evident that you are getting quality
medicine.

Mr. EpeLman. Thank you, sir. I think that is exactly true.

As you must know, our organization was in the forefront of the
legislative campaign for medicare and medicaid and our members are
profoundly grateful to the Senators and Members of the House of
Representatives responsible for enactment of this monumental legis-
lation guaranteeing 19,300,000 who are over 65 hospital care up to 90
days for a spell of illness and 17,600,000 of this group who signed up
for optional medicare doctor insurance payment of a major portion
of their doctor and medical bills.

This has resulted in a tremendous upgrading of medical care avail-
able to the elderly. However, I must in all honesty remind the distin-
guished subcommittee members great numbers of elderly are being
excluded from the benefits of medicare and medicaid. Those being
excluded are the ones most in need of adequate health care.

There are no reliable estimates I know of as to the number of elderly
thus excluded from medicare and medicaid benefits but the number
may run into millions.
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Wipespreap PoverTy AmoNe ELDERLY

Secretary John W. Gardner, of the U.S. Department of Health,
Education, and Welfare, told the recent annual convention of the
National Council of Senior Citizens in Washington that nearly 10
million, or nearly half those 65 or over, are poor.

They are poor, Mr. Chairman and distinguished members of the
subcommittee, largely because they have to depend on inadequate
social security benefits for their support.

Now, I ask the subcommittee members, can -anyone getting social
security averaging $84 a month—that is a meager $1,008 a year—find
cash for the $40 payment required for hospital admission, the $50
downpayment required on doctor bills, the obligation to pay a fifth
of remaining doctor bills, and the $20 payment required for outpatient
diagnostic care under medicare ?

We just simply think this is impossible for a great many of the per-
sons eligible for medicare simply on the grounds of inadequate income.

Senator Smarmers. It is obvious by your statement but I just
wanted to connect this up with your previous statement that there is
a large number who are not eligible to get the benefits of the medicare
and medicaid programs.

Mr. EpeLman. That is correct, sir.

Senator SmaTHERs. Because of the deductible.

Mr. EpeLman. Thatis our view.

Senator SmaTHERs. Very well.

Mr. EpeLman, For vast numbers of the elderly, a ride costing 50
cents for a trip downtown is a luxury they can scarcely afford. Where
will they find the cash to meet these costly medicare deductibles?

Foop orR HEaLTH CARE

Undoubtedly, many of the 1,700,000 elderly who refused to buy
medicare’s $3-a-month doctor insurance did so because they realize
they cannot meet these high-priced deductibles. They had a grim choice
between having something to eat and getting health care they might
need but could not afford.

Just on this point, Mr, Chairman, could I mention that I got a letter
the other day from a social security beneficiary in Philadelphia. She
was telling me her only means of support is a social security monthly
benefit of approximately, I think, $34 a month. And of this money
she is now receiving, $3 of course is being deducted, so actually all her
income is about $31 a month. She said she has been going to the doctor
for some relief for a nervous condition and he has been prescribing
to her certain pills, she said, which makes things worse. She writes
to me—Mr. Chairman, this is a terrible tragedy—saying, “How can
I get out of having to pay this $3 which I was told would benefit me
so that I could use this $3 for food which I know would benefit me?”

I felt under obligation to write to her and explain what the law
says about this situation. It will take her some little time, I believe
this October, before she has an opportunity to withdraw from this
program. I pointed out to her I thought it would be disastrous if she
would render herself ineligible for these medical benefits.

True, medicaid, the health care program for the medically indigent,
supplies cash for medicare deductibles in 28 States if—and that’s a big
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if—applicants submit to a means test. But what of the elderly in the
21 States that do not have medicaid ?

Even in the States with medicaid, I am sure there are many elderly
who proudly undergo great privation rather than submit to a means
test. These are men and women who were most of them self-supporting
until excluded from the labor force on-account of age.

Upon leaving gainful employment, they were forced to join that
other America, described by Michael Harrington, an America of pov-
erty, deprivation, and disease.

A year’s experience with medicare and medicaid shows that medicare
and medicaid have bypassed a great many men and women they were
designed to help.

What can be done ?

DepucrieLes, Drues Cause ProBLEMS

We of the National Council of Senior Citizens urge with all em-
phasis at our command a phasing out of the medicare deductibles. The
way it is now, with deductibles and other restrictive medicare features,
we offer the elderly modern health care with one hand and snatch it
away with the other.

Even with the increase in social security now being considered, the
medicare deductibles will remain a barrier to adequate health care for
large numbers of older Americans.

Proper health care takes in vision, hearing and dentistry. Yet, medi-
care excludes eyeglasses, hearing aids and dental care. These items
must be covered if we are really going to bring modern health care to
the elderly poor.

The exorbitant prices often charged for drugs are another obstacle
in the way of modern health care for the elderly. Drugs the elderly
must buy—four out of five elderly have chronic ailments—should be
brought under the medicare umbrella.

Who will pay for these improvements?

We of the National Council of Senior Citizens insist our prosperous
land can and should pay for them out of general taxation, generally
income taxes.

I am glad to note that the Health, Education, and Welfare Depart-
ment has called a conference for June 26 and 27 in Washington to
discuss these critical matters.

My colleague, Bill Hutton, executive director of the National Coun-
cil of Senior Citizens, is close to the problems of rising health care
costs. Daily, he and I see desperate letters from our members telling
of their medicare problems. I would very much like to have him present
his observations to the subcommittee. I thank you for the privilege of
appearing before you.

Senator SmaTHERs. Thank you, Mr. Edelman, for that splendid
statement. We are happy that you are back feeling well and could
make it. That is a fine statement.

Mr. Hutton, you may proceed.

STATEMENT BY MR. WILLIAM R. HUTTON

Mr. Hurron. Senator Smathers, members of the National Council
of Senior Citizens do not spare themselves in recognizing that medi-
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care and medicaid are doing more to break down the barriers to ade-
quate medical care for older people than any other steps that have been
taken in the history of American medicine and in the history of our
social legislation.

But it is precisely because we believe that the organization and de-
livery of medical services to every American citizen may be changed
dramatically by the impact of these programs that we are glad to
submit the following observations.

Through its enactment of the Social Security Amendments of 1965
which included these important health programs, the U.S. Congress
clearly recognized that the problems of medical care for the aged are
more severe than for other age groups. :

Though we are intensely grateful to Congress for the enactment
of these programs, we have had plenty of opportunity during a full
year of their operation to realize where they fall far short of the
minimum that is needed to make good health a reality for many aged
citizens.

Nevertheless, we want to emphasize that in our goal to seek a better
life for all older Americans the National Council of Senior Citizens
is extremely conscious of the national interest. This concept of seeking
improvements for the elderly within the framework of the national
interest is one, Mr. Chairman, which has brought recognition of our
organization by the Members of this Congress as a responsible voice
of the elderly people of America.

“Runxaway Costs” oF SERVICES

We are desperately concerned about the health care needs of the
elderly. We are just as desperately concerned with unnecessary, un-
realistic, “runaway costs” which are forcing up the price of health
care, not only to elderly people themselves, but for their sons and
daughters and for their grandchildren.

Ever since the spring of 1965—when it became clear that medicare
was going to be enacted—the National Council of Senior Citizens has
been warning Congress that soaring hospital costs and spiraling doctor
fees pose a dangerous threat to the program.

We believe quite sincerely that this is currently an economic threat
and not a political one. Something must be done to halt the rate of
health cost increases. We must work to control costs and improve effi-
ciency without sacrificing the quality of care. While to some degree this
calls for the understanding and cooperation of the people who will use
the care, it calls more seriously we believe, for restraint and judgment
by those doctors who are willfully and ﬂagra,ntly raising their fees on
the theory that “Uncle Sam can afford it” or who are inflating their
fees because a patient happens to be privately insured.

It is understandable that some hospitals which are belatedly meet-
ing staff demands for needed increased wages are having to meet
higher costs. It is also clear that there are wasteful and extravagant
practices in many of our health institutions. Inside and outside of Gov-
ernment there is a great need for built-in incentives to control costs.

Mr. Chairman, in your Senate statement on June 7 announcing these
hearings, you asked a number of questions to stimulate discussion con-
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cerning the organization of our medical services as they affect the
elderly. I would like to group several of our observations under the
topics prescribed by these questions.

Do many of our elderly face insuperable obstacles in obtaining
needed health services?

I know that the committees of Congress appreciate the tremendous
difficulties we experience in gathering accurate data on the invisible
poor. As President Johnson pointed out in his message to Congress on
social security, there are 5.3 million older Americans living in the
squalor of poverty and obviously it is difficult, if not impossible, for
many of them to meet the deductibles and coinsurance features of the
medical law. The leaders of our over 2,000 affiliated clubs have told us
they believe there are many older Americans in their communities who
wilfnot go to a doctor because of their lack of money.

Many aged sick would rather suffer in silence than admit they can-
not produce the $40 for the first day of hospitalization, the initial
$50 for doctor bills, or subsequent one-fifth of all doctor costs as
coinsurance for medical insurance.

OxvLy 29 States Have MEpicaIp

The people I am talking about, Mr. Chairman, include many proud
Americans whose sweat and toil helped to make this country great.
They don’t wish to admit their failure by throwing themselves on the
mercy of the welfare people and taking advantage of medicaid. It
might be pointed out here, however, as it has been by Mr. Edelman,
that only 29 or our 50 States have medicaid programs in operation.
Elderly poor in 21 States are out of luck insofar as meeting the deduc-
tibles and coinsurance features of medicare are concerned even if they
are prepared, in their desperation,to go the welfare route.

The truth is that the deductible and coinsurance features of the
medicare program merely discriminate against the elderly poor who
need the most help. Any hospital administrator will tell you that
deductibles and coinsurance are not necessary to control utilization and
they certainly will not control abuses. People with plenty of money
never have much difficulty getting into a hospital.

Frankly, the National Council of Senior Citizens fought against
the inclusion of deductibles in the original King-Anderson bill, and
after 1 year of their operation in the medicare program we are even
more convinced that we were right.

Our medicare program is a program of social insurance but the use
of deductibles and coinsurance comes strictly from the practice and
thinkind in commercial casualty insurance. The basic concept of fire,
auto, marine, et cetera, insurance is the pooling of risks to protect
against loss from undesirable and often preventable accidents. The
deductible is promoted as a guard against carelessness—or paying the
consequences.

But in today’s world everyone requires health services. Modern
medicine embraces preventive care and health maintenance as essen-
tial elements. The casualty insurance concept simply does not fit in
a mtzdlcare program established as an element of our social insurance
system. -
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Now, Mr. Chairman, to answer another of your questions : Are rising
medical costs causing special difficulties for the elderly ?

Those elderly Americans who are fortunate enough to be able to
pay taxes will, of course, have to meet their appropriate share of the
Nation’s precipitously rising health costs through the payment of
these taxes.

But, under the coinsurance features of the medicare law, 20 percent
of all doctor bills must be met by the elderly themselves. Nearly all
doctors have raised their fees to aged patients—some have doubled
or tripled their fees. Some of our elderly suffering in the most extreme
cases are beginning to feel they are not much better off under part B
of the program—voluntary supplementary insurance—than they were
before medicare. They pay $36 a year in premiums, have a $50 co-
ifnsura.nce feature—and some doctors have doubled or tripled their

ees.

Senator SmaTHERs. Let me ask you a question right there. If, as
you say, doctors’ fees have gone up, do you think Congress is wise in
eliminating the provision which allows taxpayers 65 years old and
older to deduct all of their medical expenses irrespective of whether
it ngceéeded the 3-percent limitation? Do you know what I am talking
about ?

Mr. Hurron. Yes, I do, sir.

Frankly in our studies we believe that Congress probably made
a wise decision. The number of elderly people who do have to pay
taxes is much fewer than the mass of people who don’t, and for the
most good we feel that this is probably right.

Senator SmaTErs. 1 agree that most of the elderly——

Mr. Hurron. Do not pay taxes.

Senator SmaTHErs. They are in an income bracket where they are
not too concerned with it. If physicians’ costs continue to go higher,
if hospital costs continue to go higher, if insurance finally gets to the
limits of what it can cover, then should it not be as it once was, that
people who are 65 years old or older should be able to deduct all
their medical expenses ?

Mr. Hurrow. I believe, Mr. Chairman, that hospital costs would
have to go a great deal higher than they have even gone now to affect
the majority of the elderly. It is only a very small percentage of the
elderly who are affected by having to pay income taxes.

Senator SmatrEegs. I tell you one reason I ask the question. I have
personal knowledge of a situation of a lady who is 93 years old and
has a fairly substantial income, $20,000 a year. She is an invalid.
Every bit of that income is utilized in the payment of her nurse which
she has to have with her full time, of doctors’ bills and so on.

Now, when the Congress eliminated that total deduction, she now
has to pay an additional $319 or $320 a year. With an income of that
size there are certain things she cannot avail herself of, with the result
that this woman is having to borrow the $300 to pay her tax.

Mr. Horron. Yes, sir, there are some sad cases.

Senator SmaTHERs. I agree, generally speaking, that does not apply
to the person that you are generally representing and that we are
talking about, but I think the Congress made a mistake in doing that.
I think if you are 65 years old and older you ought to be permitted to
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deduct totally your medical expense because when you get to be that
age even though you have some steady income, with the cost of things
going as they are, even these people now in some respects have in-
sufficient funds—although not to the extent of the great masses of
the 19,300,000 elderly.

INcrEASE IN PrEMIUMS?

Mr. Horron. Sir, there is one other aspect I would like to mention
where these rising medical costs are threatening to cause additional
cost for medicare. At his recent press conference in connection with
the first anniversary of the introduction of medicare, Social Security
Commissioner Robert M. Ball spoke of the possibility, starting Jan-
uary 1, 1968, of a substantial increase—perhaps 50 cents—in the pres-
ent $3 monthly premium for the optional doctor insurance under
medicare because of skyrocketing doctor fees.

Some doctors have excused their fee-grabbing by claiming they
charged the impecunious elderly reduced fees before medicare and
feel an obligation to charge them more now that the Government pays
a major part of their doctor bills.

If this Robin Hood system of taxing rich patients for the benefit
of the elderly poor was ever in general use by doctors it would seem
that doctors, in all fairness, have an obligation now to lower their fees
to the rich. Even though doctors no longer have elderly charity
patients, we have yet, sir, to hear of one doctor who has lowered his fees
to the rich, and we have surveyed our 2,000 clubs to find one.

Medical Economics, the chief journal devoted to doctors’ incomes
and financial practices, revealed 1n a national sample of 3,195 family
doctors—general practitioners and internists—that since medicare be-
gan the median fee of general practitioners has jumped 25 percent for
the key category of office visits—the patient’s followup visits after the
initial contact. The median fee of internists is up 40 percent.

A very interesting finding is that pediatricians’ charges for office
visits remained unchanged—the median figure was $5—during this
period. Yet our population expansion is just as heavy among the very
young as it is among our aged population.

Under the fee-for-service system the accepted principle is that fees
should be “commensurate with the services rendered and the patient’s
ability to pay.” Today, in millions of cases, the ability of the patient
to pay has been reinforced, if not totally supplanted, by the resources
of Federal and State treasuries or by Blue Cross-Blue Shield, or pri-
vate insurance companies. This seems to have confused many of our
doctors. They seem to want to charge what the Government can afford
to pay, or what the insurance company can afford to pay.

The rising costs of health care are, of course, not merely limited
to doctor fees. Walter J. McNerney, president of Blue Cross, has pre-
dicted the average cost of hospital care which he estimated at $54.05
nationally as of March 1967 might go to $69.79 a day by 1970. At these
rates few older people could remain in the hospital 1 more day after
their inpatient hospital benefits of 90 days run out.

Costs in extended-care facilities are rising and our members report
that the costs in the custodial care nursing homes outside the system
seem to be rising right along with them.
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To answer another one of your questions we would like to say we
believe much has been done on a geographical basis to provide health
care institutions under the progra,m.glflowever, we are concerned that
In many cases there has been a relaxation of the conditions of par-
ticipation in some institutions. Introduction of the highly elastic con-
cept of “substantial compliance” with conditions of participation gives
cause for apprehension that the quality of care may be eroded in sub-
standard and marginal facilities. I notice, sir, your colleague who was
here earlier this morning, Senator Moss, has been doing extensive
work in this field.

Before other committees of Congress the National Council of Senior
Citizens has highlighted what it believes are much needed improve-
ments in the medicare program so as to be able to deliver adequate
health services to all older Americans. One of our major complaints
is that while medicare takes good care of the aged suffering from acute
illness and requiring hospitalization, there is little help available for
millions of older Americans suffering from chronic diseases. We heard
Mr. Alvin David say this morning that medicare covers only 40 per-
cent of the health care costs of the elderly.

One of our complaints is that on the question of drugs, in this seg-
ment of our population among chronic diseases the drug industry

Senator SmaTHERs. Excuse me. The first witness we had, Mr. David,
stated—and this was interesting to me; I had not heard it previously—
that while doctors’ fees had gone up 7.5 percent and hospital charges
went up 16.4 percent, drug prices have not gone up.

Mr. Hurron. Yes, sir. As a matter of fact, I would like to draw the
attention of this committee to another subcommittee which has been
conducting hearings chaired by Sen. Gaylord Nelson in which the Na-
tional Council of Senior Citizens drew strong attention to the Bureau
of Labor Statistics which conducted the gathering of statistics on the
drug prices and brought out they had been using archaic examples
of drugs which are not now in popular use. Consequently, the whole
theory that drug prices had not gone up was shot to bits i)y the fact
that today most of the prescriptions are compounded of new drugs, and
Mr. Arthur Ross, the (I;ommissioner, agreed that this was so. We took
as our basis for these statements the claims made by the drug industry
itself and this we will be very glad to submit to you, sir, should you
require it.

lderly people suffering from chronic ailments in a very real sense
are captive to the drug ingustry because day in and day out they must
take maintenance drugs for the treatment of chronic conditions which
are an inevitable accompaniment to advancing age.

The high prices of prescription drugs constitute a problem of gigan-
tic proportions. Frequently older people have to make a choice between
needed d or food. At the present time there is no other country
in the world whose prescription drug prices are as high as those in the
United States. Congress must find a way to provide the cost of pre-
scription drugs—at least on a generic basis—under the part B pro-
gram dealing with supplemental insurance.

Senator SmaTHERS. Let me ask you this. Could you supply us the
charts and statistical information to support that statement that no
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other country in the world has drug prices as high as those in the United
States? I would like to have that.?

Mr. Hurron. I'll be very glad to, sir.

Senator SymaTHERs. You say you will?

Mr. Hurrow. Yes.

We believe, sir, that medicare will not adequately cover our older
people until its provisions include wheelchairs; eyeglasses; hearin,
aids; all surgical and orthopedic appliances; and all eye, dental, an
drug needs as prescribed by a physician.

T%lere are shortages of trained personnel in the medical and medical-
related professions in all fields and particularly severe in fields that
serve the elderly. Qur population is showing marked increases at both
ends—as I said before, the very young and the very old. But after 50
years of struggle, baby care became a medical'specialty and, in propor-
tion, large numbers of each year’s graduating crop of new doctors be-
come pediatricians. At the beginning of this century there were only
3.1 million Americans age 65 or over. By 1980 we will have more than
25 million over 65. Not only is their number zooming but so is their
proportion to the rest of the population. We believe it is high time that
geriatrics also became a specialty of the medical profession.

One of the greatest hardships under the current medicare program
arises from a doctor’s refusal to accept an assignment of his medical
bill. Social Security Commissioner Ball—and this was also mentioned
this morning by Mr. David—estimates 57 percent of the doctors across
the Nation accept assignments at least part of the time. In some States
less than one in three doctors do.

. It is often all a low-income senior can do to pay the entire amount
of his doctor bill in cash so he can get a receipted itemized statement
of services performed by the doctors. For the elderly, the majority
living on shamefully inadequate incomes, it is a hardship to pay for
major operations and treatment out of pocket and then wait weeks or
months for medicare reimbursement.

Even though that delay is now being reduced, there are areas of the
country—for example, in my State of Maryland it takes 35 days for
reimbursement.

Senator SmaraErs. Is that an average figure!

Mr. HurroN. No. An average today 1s about 21 days now as claimed
by the Department of HEW. In certain States, I think the most out-
standing is Towa, where it is 50 days. In Maryland I know it is 35.

The National Council of Senior Citizens has asked Congress to sim-
plify collection of medicare claims. :

Congressman Al Ullman of Oregon, a member of the House Ways
and Means Committee, has come up with a plan whereby the doctor
would give his medicare patient an unreceipted statement of fees for
service that conform to fees that are customary and reasonable. The
medicare payment agency would be empowered to send a settlement to
‘the patient for transmission to the doctor.

ALTERNATIVES ON BILLING

This would gl.'oyide an alternative to the present billing options;
namely, direct billing which allows the doctor to charge all the traffic

8 8ee p. 225, app. 1.
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will bear, and assignment which limits the doctor to customary and
reasonable fees as determined by the payment agency. Now a third
would be added in which the doctor would submit an itemized bill and
the patients send that to the intermediaries and be reimbursed and pay
the doctor. We think this is a great idea and will take care of any moral
issues or fears which the doctors might have.

A resolution adopted at the National Council’s recent convention
calls for a system under which doctors send bills to medicare pay-
ment agencies as they presently do with Blue Shield plans or else allow
the patient to collect on unreceipted bill as Congressman Ullman pro-
poses. National Council members feel this will obviate the painful
necessity of many seniors having to borrow to pay their doctor bills
and then wait long weeks for reimbursement.

Apropos of that borrowing, Mr. Chairman, some of us were dis-
cussing last night an idea which might be worth while exploring and
that is there apparently is about $4 million potentially available under
the Economic 8pportunity Act, section 206(b) on family emergency
loans in which there is a 2 percent simple interest, although the person
could not borrow more than $300 at any one time. It does seem to me
that maybe we might explore that area to see if we can get that changed.
Some of the people who really have not got the money to pay their
doctor bills could borrow out of the Economic Qpportunity Act at only
2 percent. That might be a help. It is very difficult for older people
who are living on reduced income to be able to borrow money from
other sources.

This in general concludes my statement. We do feel that there is a
real need to take care of the holes in the medicare umbrella and we think
there is a real need to take care of rising costs.

There were two other gentlemen who were to appear with us at this
panel in addition to Mr. Wallick. They were unable to appear because
of the change in schedule of this committee. If you wish, sir, I would
highlight just one or two parts of the statements which these gentlemen
have submitted and perhaps you will be good enough to include the
entire statements in the record.

Senator SmarTHERrs. All right, sir. We will be happy to do it.

I want you to finish in 15 minutes, and I want to hear Mr. Wallick.
The Dodd matter is being discussed on the Senate floor and T have to be
over there.

Mr. Hurron. I think it might perhaps be better if we heard Mr.
Wallick’s statement next.

Senator SmaTHERs. Thank you, sir, for your statement. Good state-
ment.

Mr. Wallick, you go ahead.

STATEMENT BY MR. FRANK WALLICK

Mr. WarLick. Thank you very much, Mr. Chairman.

I want to express Mr. Brown’s regret at not being able to appear.
I am not an expert but I do want you to know the deep involvement
of the impact of medicare upon older people.

We believe that medicare has been a tremendous boon to senior
citizens. It has lifted much of the burden of health costs from them,
and has greatly lessened their fear that a serious illness would reduce
them to a pauper status. It has provided this protection with dignity, as
a matter of right. However, fassume this committee is not so much
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interested in hearing how much of a gain medicare has brought, as in
knowing what problems still need attention.

The opinions presented here stem from the actual experiences of
older people. Members of our department have talked about medicare
with tens of thousands of senior citizens, especially through a network
of medicare counseling centers. )

When we became aware of the great confusion and problems exist-
ing among medicare subscribers, our union as a public service decided
to establish counseling centers. On a pilot basis, 30 such centers were
established in 23 cities across the country. The general public was in-
formed through press and radio that counseling on medicare problems
was available to them at no charge. The centers were manned on a
volunteer basis by specially selected UA'W retirees who were inten-
sively trained for their task.

The first centers started in February 1967, and the latest was opened
in May. As of June 2, 1967, 10,900 cases have been handled in these
centers. Mr. Francis R. Moore, a retired auto worker who is serving
as a medicare counselor, will later tell you firsthand about some of the
cases he has handled.

In addition, we have prepared a sampling of cases which illustrate
the kinds of problems peopll)e are having. Mindful of time limitations
I shall not present them orally, but ask you to make them a part of the
record at this point.

Senator SmaTuERs. Without objection.

(The material referred to follows:)

Casgs FroM THE FiLes oF UAW MEDICARE COUNSELING CENTERS

1. A Chrysler retiree in California had a $1,159.49 medical bill for prostate and
bladder surgery received in mid-July, 1966. Although the Medicare payment was
made promptly, as of March 3, 1967, Blue Shield had not yet paid the 209
coinsurance amount. It was necessary for the Medicare Center to check with the
complementary carrier responsible for this payment.

2. A G.M. retiree in LaGrange, Illinois paid his physician $200 for a hernia
operation. He was reimbursed $120 by Medicare. Medicare Center had to advise
the patient that his G.M.-paid health insurance paid the $80 complementary
coverage. Retiree was unaware that he had this complementary coverage and
had not filed for reimbursement from Metropolitan Life. :

3. A Wisconsin retiree’s (non-UAW) doctor refused assignment on a $410 bill
for prostate surgery. The retiree (who has a monthly income of $240), asked that
the Medicare Center attempt to persuade the doctor to assign the bill to the
Medicare Agent, since the retiree would experience difficulty in paying this
amount. The doctor was adamant in his refusal. The patient also produced a
form he had received from his doctor stating that all contracts were between the
patient and the Social Security Administration and that the doctor had no such
contract with the federal government.

4. A (non-UAW) Milwaukee retiree with $92 per month income and Medicare-
only coverage paid medical bills on November 12, 1966, following in-hospital
prostate and heart treatment in October. The two bills totaled $556. As of Febru-
ary 21, 1967, the retiree had not been reimbursed by the Medicare Agent.

5. A Milwaukee housewife with a monthly income of $172, who was treated in
a hospital for minor injury, was required to make a $20 deposit for in-hospital
care, despite the fact she was covered by Medicare Part A. The hospital refused
to refund the deposit until they received payment from Medicare. The hospitaliza-
tion occurred in August, 1966; the hospital had not been paid by Medicare on-
February 23, 1967. :

6. A “worried and harried old member” (Chrysler retiree) wrote from Holly-
wood, Florida to explain that he had not received payment from Blue Cross com-
plementary coverage for the first $40 of his wife’s in-hospital bill, Although his
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wife was hospitalized in September, Blue Cross had not made payment as of
February 13th and the hospital had sent a fourth notice of payment which stated
the bill would be turned over to an attorney for collection within 10 days.

7. A Newaygo, Michigan UAW retiree from Budd Company wrote to the UAW
in May complaining of delay in Medicare and Complementary Coverage reim-
bursement. The retiree had borrowed $497 from a bank to meet medical expenses
incurred in connection with a kidney operation in December 1966. Despite partial
reimbursement, the retiree figures $63 is still due. He wrote both Social Security
in Baltimore and the Medicare Agent, but received no reply to his several letters.

8. A Cincinnati physician who refused assignment nonetheless had his recep-
tionist assist a patient in filing her Form 1490 for reimbursement. Paid bills be-
tween July and November 1966, totaled $565. Three months later, the patient
complained to the Medicare Counselor that she had not yet been reimbursed.
The Medicare Agent reported delay as being caused by going from a manual to
a computer operation and promised a check within the next few days. Patient’s
anxiety was heightened by the fact that she had submitted two additional bills
totaling $735 2 months previously and reimbursement had not yet been received.
Total reimbursement outstanding: $1,300.

9. The son of a Chicago Park District retiree (deceased) came to the Medicare
Center for assistance. Due to the refusal of three of his father’s physicians to
accept assignment of incurred bills totaling $716, the son required assistance in
filing for reimbursement from Medicare.

10. A Grand Rapids retiree who had worked at Doehler Jarvis reported prompt
reimbursement of his Medicare claim submitted in mid-October. However, on
Mareh 1, 1967, he had not as yet been reimbursed by his complementary carrier
for the balance due him. The amount due is approximately $45.

Five Tyres oF ProBLEMS

Mr. WarrLick. One could group the 10,900 cases handled in our
centers into five main types:

(1) Confusion about benefits. Many who came to see us did not fully
and accurately understand the benefits under medicare. This is no
reflection upon their mental ability because the law is extremely com-
plicated. Deductibles and coinsurances are a major source of con-
fusion. Another is the fact that hospital-based physicians are allowed
to bill separately. For example, a medicare patient who has an X-ray
while hospitalized could logically assume that it is a covered service
since it is so stated in most publications. No wonder he is confused
when subsequently he recieves a bill from a radiologist, especially
since he never was introduced to the man and therefore the name
means nothing to him. Understandably the patient assumes that an
error has been made, or that some unknown physician is attempting to
cheat both him and the Federal Government.

We know that the Social Security Administration has made a
valiant effort to keep up with requests for information, both by in-
dividuals and senior-citizen organizations. Obviously, however, wide-
spread confusion still exists. We have proposed simplifying amend-
ments to the present law, which I will mention later. For now I sug-
gest that it would be very helpful if the Social Security Administra-
tion could find the resources not only to answer requests, but to reach
out to senior-citizen groups everywhere and also make greater use of
the mass media.

Many medicare subscribers also have purchased complementary
coverage, which gives them added protection but frequently leaves
them even more confused about their benefits. Our observation is
that the insurance companies could do a more effective job of educat-
ing their clients.
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(2) Confusion about procedures for claiming reimbursements. This
is the most common problem brought to us. My remarks on the pre-
vious point apply equally to this subject, and I shall not repeat them.

(3) Delay 1n receiving reimbursement. This is a common and very
understandable complaint. The average retired person is not financi-
ally able to wait several months or more to be retmbursed. The situa-
tion is frequently aggravated because usually any benefit under com-
plementary coverage will not be processed until after the medicare
payment has been made.

(4) Overcharges. We have received some complaints by patients
who paid a physician’s fee and were reimbursed on a lesser scale
because medicare considered the fee excessive. At times the over-
charge has been in excess of $100, which obviously creates a real prob-
lem for the older person. We shall not attempt to say how widespread
this problem is. Such data are undoubtedly available to this committee.

Aside from overcharges as such, however, there is no doubt that
there has been a general increase in medical fees since medicare came
into effect. The majority of older people we talk to report this. In a
number of instances, for example, fees for office calls have risen by 100
percent or more.

(5) Refusal to accept assignment. The refusal of many physi-
cians to assign their bills to medicare is without doubt the most
critical problem. Indeed, one might say that this is at the root of
the others I have talked about.

We had very few problems brought to us where the physician ac-
cepted assignment. Consider how things are changed when the doc-
tor assigns his bills. If the patient had a question about benefits it
would probably have been cleared up in the doctor’s office. The patient
would have no need to claim reimbursement. While this is an exceed-
ingly simple procedure for a doctor’s secretary it is overwhelming for
many older persons. The elderly patient would not have to wait for re-
imbursement. It is true that the physician would have the wait, but he
is in much better position to do so than the retiree. Besides, aside from
medicare, doctors are accustomed to delays in payment, whether from
an individual patient or an insurance company. The patient would have
no anxiety about overcharge. Finally, the patient would be spared hav-
ing to lay out the doctor’s fee.

Direct PaymeEnT PROBLEMS

We have had innumerable cases in which the doctor’s demand
for direct payment caused hardship to the elderly patient. A num-
ber of examples have been submitted to you. We could have multi-
plied these manifold.

Testifying in behalf of our union, on March 22, 1967, before the
Ways and Means Committee of the House of Representatives,
President Walter P. Reuther called for an amendment which would
limit payments by medicare only to those cases in which the physician
accepts assignment. He made a number of other important proposals as
well. Among these are : ’

Eliminate coinsurance and deductible requirements, extend hos-
pital coverage to 365 days, add coverage for prescription drugs used
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outside a hospital, liberalize requirements and extent of coverage
for the extended-care benefit, and extend medicare coverage to all
OASDHI beneficiaries regar(fless of age.

Thank you, Mr. Chairman.

Senator SmaTuers. Thank you, Mr. Wallick.

Any questions? ,

Mr. Hutton, did you want to add something ?

Mr. Hurron. I think perhaps I will just submit the statements.
One, Senator, is from your own State of Florida, Mr. Cary M.
Williams, who is with guncoast Progress, Inc.; in St. Petersburg,
Fla. He 1s a distinguished former Social Security official now work-
ing with the Office of Economic Opportunity program.

%ena,tor SmaTaers. We had him scheduled here as a witness. We
were going to put that in the record and we were also going to put
in the statement of Mr. Rodney M. Coe, Ph. D., Washington Uni-
versity, St. Louis, Mo.

Are those the two statements you had reference to?

Mr. Horron. Those are the two statements.

Senator SMaTHERs. At this point we will again state that these wit-
nesses were unavoidably detained, unable to appear. Without objection
we are going to make their statements a part of the record; that is,
Mr. Cary M. Williams and Mr. Rodney M. Coe who is the executive
director of the Medical Care Research Center, St. Louis, Mo.

(The statements referred to follow:)

STATEMENT OF CARY M. WILLIAMS, SUNCOAST PROGRESS, INC.,,
ST. PETERSBURG, FLA.

Medicare approaches the end of its first year of operation, a year marked by a
wonderful improvement in the health care of our elderly citizens, and a year
plagued by the usual “bugs” common to the initial stages of any program so far-
reaching. Many of us associated with the administration of the Social Security
program: in its fledgling days well remember the difficulties encountered, the
annual appraisals, and the many, many amendments necessary to keep abreast
of the times. So will it be with Medicare.

I speak for the retirees of Pinellas County, Florida ; of their appreciation for
the blessings of the program, and of their frustrations over its shortcomings.
According to the 1960 census, 31.5 percent of the population are over 65; and
58.7 percent of these folks have incomes of under $2000, 22.2 percent have incomes
of under $1000. The majority have no family responsible for their well-being,
and are far removed from their lifetime family doctor.

Our findings during the past year, in the course of personal interviews by our
C.A.P. neighborhood workers, and by a recent ‘“write-in”’ project, reveal that
many of our elderly are unable to take advantage of the program because of their
inability to finance the pre-payments required. Very few, if any, of the doctors
in our area are willing to accept assignments; and patients are compelled to
borrow the amount and to pay interest, often exorbitant, until their claim is
settled. The position of the Florida Medical Association is that the patient should
be allowed to send in his physician’s statement and be reimbursed on that basis,
in order that he might pay the physician without undue economic hardship.

The removal of the deductibles and full payment of all reasonable charges
would enable many more of our elders to take advantage of the program. And,
while this is not on the agenda of this hearing, let us consiger the fact that a
substantial raise in the Social Security benefits for beneficiaries in the lower
brackets could make better medical care possible.

While some progress has been made, the “pipe-line” from the intermediaries to
the patients still seems to be clogged. Medicare patients are bewildered by state-
ments from hospitals listing unexplained and often duplicate charges, and by
statements from the intermediaries. This adds to the worries and tensions and
has an adverse therapeutic effect, hindering full recovery. The Social Security
District Offices, in spite of the tremendous work load, have done an outstanding
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job in explaining the provisions of the program and in the interpretation of
various statements received by the patient.

As the Medicare program gains momentum, a serious shortage of para-medical
personnel is appearing. This includes Nurses, Licensed Practical Nurses, Nurse's
Aides, Physio-therapists, Laboratory Technicians, and more and more nurses for
our nursing homes. This condition might be alleviated by stepping up the various
programs administered by H.E.W. and the Dept of Labor. I refer to the
M.D.T.A. training for Health Service Occupations, Public Health Training for
Professional Education and Training, Nurse Training, Health Profession Educa-
tional Assistance, Student Loans, Scholarships, and Improvement Grants, Home
Health Aides and other non-professional health service workers. As you are well
aware, these programs depend on appropriations.

PosT-HOSPITAL CARE

Post-hospital extended care and home health care play an important part in the
road to recovery, and further implementation of these services would speed
recovery of the patient and help to relieve crowded hospital conditions. In St.
Petersburg, 4000 home health visits per month are made by the Visiting Nurses
Association. Many people in Pinellas County either live alone or they live with a
spouse who is almost as equally handicapped as the patient. A post-hospital
cataract patient or one with a fractured hip needs assistance with personal care
by the Home Health Aide. He also needs someone to do his grocery shopping,
cook his meals and do personal laundry. These latter services are being excluded
from the Home Health Aide Program until definite guidelines are set up as to
what is reimbursable; i.e., “incidental household services which are essential to
the patient’s health care at home and necessary to prevent or postpone institu-
tionalization.” We could utilize the service of available low-income seniors for
the more domestic of these home aid services. This would not only relieve the
semiprofessional, but would add to the meager income of the aide.

One of the most serious of the deterrents to the success of the program in our
area is the high cost of prescriptions. These folks just can’t afford to pay even
$10 or $15 a month for medication. I quote from one of the letters recently re-
ceived, “for a whole year my husband had a doctor who constantly prescribed
pills. Last November the pills were $12, which we could not afford, so we did not
get them. He died February 16, 1967.” As a result, many depend on patent
medicines for relief. He goes to his favorite druggist and asks what he would
suggest for his particular ailment. It is common practice in this area for a drug
clerk to diagnose the ailment and presecribe the medication. This practice negates
the visit to the doctor. By all means, the cost of prescription drugs should be
covered by Medicare.

In our area there has been much discussion about the cost of medicines. The
question arises, is it cheaper to buy the generic name or buy the trade name.
Many physicians state that one can buy the product by the generic name and pay
as much or more than he would pay for the same medication under the trade
name. The true value of the product under the generic name can be only as good
as the integrity of the firm producing and marketing it. In some cases absolutely
worthless! Only the product of a quality-oriented firm can be relied upon to
produce the desired, consistent physiological effects.

i To sum up this all-too-brief presentation, Medicare can be made more effective
we can:
Eliminate the deductibles
Simplify the paper work
Furnish more in the way of home aid
Pay for prescriptions
Bring Social Security disability beneficiaries into the program
Train more physicians and para-medics

We are already experiencing the beneficial results of this wonderful humani-
tarian program in St. Petersburg, and our senior citizens petition you to make
these suggested additions that will make it possible for full participation.

STATEMENT OF RODNEY M. COE, PH. D., WASHINGTON UNIVERSITY,
ST. LOUIS
The purposes of this statement are to present some preliminary results and to

describe the next steps of a research project to evaluate the effects of Medicare on
the provision and utilization of community health resources. This project is



66 COSTS OF HEALTH SERVICES TO OLDER AMERICANS

sponsored by the Midwest Council for Social Research in Aging and its host insti-
tution, Institute for Community Studies in Kansas City, Missouri (see Attach-
ment A for a statement about the Midwest Council) and financially supported by
U.S. Public Health Service Grant Number CD 00244.

DESCRIPTION OF THE RESEARCH PROJECT

With Medicare as its central focus, this research project, entitled “Changing
Community Patterns—Health Care for Aging,” is being conducted in two phases.
The first is an interview survey of people aged sixty or over in a random sample
of 2622 households in five midwestern communities. The second is an analysis of
the ways in which these same five communities organize their health and medical
care services for care of the aged. To measure the changes which take place, each
o&gle phases is to be conducted twice; once when Medicare started and again in
1968.

The five communities were selected as “types” of cities varying by size and
availability of health care resources. The metropolitan area chosen is Kansas
City, Missouri which, like all large cities, has the full range of community health
resources. Two cities of about 100,000 population which are alike in their
essential characteristics, but differ in amount of health resources were selected
These are Cedar Rapids, Iowa and Springfield, Missouri. Finally, two smaller
cities of about 25,000 population which represent non-urban, medical trade centers
were also chosen. These were Great Bend, Kansas and Waupaca, Wisconsin.

The household interview phase is designed to collect information concerning
(1) attitudes of the older population toward the Medicare program, physicians,
hospitals and nursing homes; (2) perception and understanding of the meaning of
disease symptoms common among older people ; (3) experiences with the Medicare
program in terms of utilization of health resources and the costs of services re-
ceived. The community analysis phase is designed to collect information about
the ways in which organizations and groups in the selected communities organize
themselves and coordinate their efforts to provide health and medical care serv-
ices for the aged. The main targets for study in these communities are (1)
service facilities such as hospitals, nursing homes and similar institutions; (2)
service organizations, both public and private, such as welfare departments,
Senior Citizens clubs, ete., but especially physicians in the local medical socie-
ties; and (3) coordinating organizations such as health and welfare councils
or similar voluntary agencies. At the present time, the first household survey
has been completed. The community analysis phase is not yet completed and
no data are now available.

PRELIMINARY RESULTS OF THE HOUSEHOLD SURVEY

The first household survey was a very successful operation which yielded a
large amount of data. I will attempt to summarize some results selected because
I believe them to be most relevant to the purposes of this committee. A further
elaboration of some of these results may be found in the attachments submitted
with this statement (see Attachments B, C and D). The tentative findings pre-
sented here relate to (1) attitudes toward Medicare as a program ; (2) attitudes
toward medical care resources; (3) utilization of these resources before and
after July 1, 1966 ; and (4) the costs of care received.

Attitudes toward medicare as a program

The responses to a question tapping general attitude toward Medicare as a
program were overwhelmingly positive. The proportion of respondents in the
different communities favoring Medicare ranged from two-thirds to nearly three-
fourths. Actually, what is more impressive is the small proportion who did not
approve of Medicare. These percentages ranged from 7% to 109. The balance
of the respondents, mostly those under age 65, were unable to clearly state their
attitude.

The major source of this positive attitude lies in two, related opinions. More
than 809 of all respondents agreed that “Medicare will improve the health care
given to older people” and “most older people need Medicare.” These respond-
ents were much less certain that Medicare should be extended to people under
age sixty-five (about 409, agreement) or that Medicare would lead to “socialized
medicine” (about 309, agreement).
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Attitudes toward health care resources

A series of questions were asked about three types of health resources; physi-
cians, hospitals and nursing homes. In general, it may be said that most of these
respondents hold positive attitudes toward physicians although respondents in
the smaller communities are more favorable toward physicians than respondents
in the larger commaunities. For the most part, they view physicians as being
competent and exerting his best efforts regardless of their ability to pay for his
services.

These respondents hold equally strong, positive attitudes toward hospitals
at least in terms of quality of care. That is, respondents tended to agree that
the hospital was the appropriate place for medical treatment and that a high
quality of care could be obtained there. However, less than half the respondents
agreed that hospital costs were appropriate for the care received and more than
one-third flatly disagreed that hospital costs were fair.

Attitudes toward nursing homes were much less positive and, in fact, suggest
that these respondents are quite suspicious about the quality of care received
and about the cost of care rendered. The only consistently favorable response to
nursing homes was that it was chosen over the home of a relative for incapaci-
tated older people. Since these respondents have had considerable contact with
physicians and hospitals, but virtually none with nursing homes. It is apparent
that their expressed attitudes are based on experiences with the former two,
but on a generally poor national reputation for the latter.

Utilization of health facilities
Three measures were used to estimate the utilization rates of hospitals, nursing
homes and physicians. The measures were number of hospital admissions per
100 respondents per month ; number of days of hospital care per respondent per
month; and number of physician contacts per 100 patients per month. These
measures were taken for the periods January 1 to June 30, 1966 and July 1 to
October 31, 1966. Because less than 29, of the respondents had been in a nursing
home, these data were not analyzed.
The tentative conclusions which may be drawn from comparison of these

measures of utilization before and after July 1, 1966 when Medicare began are:

(1) no significant increase in number of hospital admissions,

(2) a generally small increase in the number of days of hospital care

received,

(3) a significant increase in the number of physician contacts.
It seems doubtful, at this point, however, that much of the observed increase in
utilization can be directly attributed to Medicare primarily because the per-
centage increase was as great for respondents under age 65 as for those over
age sixty-five. Moreover, the total volume of utilization on these measures roughly
approximates “normal” utilization as measured by other surveys, principally the
National Health Survey. Since the volume remains relatively low, it is not
surprising that most facilities, especially hospitals, do not report increases
as large as expected prior to the start of Medicare.

Costs of services received

As in the case of utilization, respondents were asked a series of questions

about their costs of medical care before and after Medicare. The questions related
to whether they had had any medical bills not covered by some form of insurance,
how much these were, who paid them and, as a result, did they put off any
other purchases because of uninsured costs of medical care.
. The tentative findings here indicate that one-half or more of the respondents
in each community had had uninsured medical care costs during the period
January 1 to June 30, 1966 and a sizable proportion had them after July 1. In
every case, however, there was a decline in the percentage of respondents who said
they had uninsured expenses after Medicare started. The decline was greater in
the large cities (about 6%) than in the smaller ones (about 3%).

Despite the fact that the magnitude of the decline in uninsured costs was
very .sma'll, it apparently benefitted most those respondents with the largest
uppald bills. The percentage of respondents owing $150 or more for uninsured
bills showed the greatest decrease after July 1, 1966 while those owing $30 or
less were not benefitted at all.

_The source of payment for these uninsured bills was overwhelmingly the indi-
vx(}ual. Nine of every ‘ten respondents, both before and after Medicare started,
paid these costs out of their own pockets. The remainder was paid from other
sources such as relatives, welfare agencies, etec., or it was not paid at all.
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These out-of-pocket costs apparently had little influence on other spending
habits. In the vast majority of cases, these respondents did not put off buying
anything because of the costs of medical care. The percentage who did put off
gtl;cgé émrchases (including other medical treatments) declined slightly after July

It is, of course, too early to make any generalizations about these data, but it
would appear that the trends are in the direction of a successful program even if
the magnitude of change is rather small.

PROVISION OF HEALTH SERVICES IN THE COMMUNITY

Since no data are yet available on the community analysis phase of this re-
search project, the most I can do at this point is to describe what we hope to gain
from such an analysis. Basically, this will be a study of (1) provision of various
health services by community resources both before and after Medicare (mostly
from records), (2) decision-making process in planning and coordinating the
delivery of these services, including an evaluation of the role played by influential
groups such as the local medical society, hospital associations, and voluntary
agencies; and (3) the subsequent reorganization of health care services for the
aged. Again the primary reference point will be Medicare although other pro-
grams presently operating and planned such as Medicaid will have to be con-
sidered also.

We have hypothesized that over the next few years the demand for health serv-
ices by the aged will gradually and steadily increase although a “leveling off”
should occur within roughly ten years. In response to this increasing demand,
community resources will likely expand their facilities, both in terms of physical
plants and scope of services. Expansion, however, takes time, money and person-
nel ; thus, we predict that the initial response to increased demand will probably
be a reallocation of present resources to meet immediate demands and at the
expense of other presently offered services. For example, small, rural hospitals
can provide essentially custodial services for elderly patients, but only at the cost
of reduced provision of acute care services. Similarly, physicians who see an in-
creasing number of older patients, necessarily will have to see fewer younger
ones.

Because of the inability to readily expand their services now and because of
the general shortage of trained medical personnel at all levels, we are hypothe-
sizing that communities will be more or less compelled to engage in a coordinative
effort to allocate their resources. In so doing, we expect (eventually) that there
will likely be a substantial change in the organization of a community’s health
services.

The factors which will likely contribute to this “reorganization” are many
and varied and, for the most part, are extensions of the processes which char-
acterized the development of the 20th century medicine. Increased population
size, rising standard of living, new drugs and medical techniques, new discov-
eries, ete., will promote increased longevity, emphasize management of chronic
diseases, and further the specialization of the medical and paramedical pro-
fessions. These, in turn, should subsequently require more personmel, increased
“team effort” to provide for an extended concept of truly comprehensive care.

If, in fact, these things do occur, we would anticipate an increasing rate of
growth of group practices, perhaps a further decline in the percentage of physi-
cians in strictly private practice, the emergence of specially trained groups
whose main task is to coordinate all these services.

These anticipated changes obviously involve some threat to present principles
guiding health care delivery systems. Thus, initially we would anticipate some
resistance to these changes. Potentially, physicians offer the most serious threat
to successful development of the program not because they might refuse to
cooperate or to treat patients whose care is subsidized. Rather the danger lies
in physicians’ attitudes toward aging as a process and related beliefs about
medical management of long-term illnesses. The Medical Care Research Center
is presently conducting a national survey on this topic. Results from the pilot
study show clearly the relationship between the perception of aging as a “process
of irreversible biological deterioration” and a tendency to recommend palliative
or custodial care for the elderly. Thus, physicians may be reluctant to par-
ticipate because they see no medical purpose to be served by extended health
services.

Another source of resistance is, of course, the facilities themselves. In most
communities there is still a spirit of competition for staff, for patients and




COSTS OF HEALTH SERVICES TO OLDER AMERICANS 69

for community support. As a result, there is a very great reluctance on the
part of these organizations to submit to the coordinative efforts of voluntary
groups (even when they each have representation in that group).

Finally, but certainly not exhaustively, the patients themselves may not make
full use of the facilities offered. For example, we have already noted a rather
unfavorable attitude toward nursing homes—to be used only as a last resort.
Reports from other studies clearly show that a host of socio-cultural, psycho-
logical and economic factors strongly influence a person's decision to use or
"not use some health resource. It seems evident that these changes will be slow
in coming about, but, we feel, they must eventually occur.

RELATED ISSUES TO BE EXPLORED

As indicated in the preceding paragraphs, the major thrust of this research
is on utilization and provision of community health resources. In the process,
an opportunity arises to confront several related and important issues. In clos-
ing, I would like to make brief mention of only two of these. First is the effect
of Medicare on the quality of medical care services for the elderly. This problem
is viewed not in the sense of quality of techmical services by a particular physi-
cian, but rather in the context of type of care rendered and increased scope of
care. It seems reasonable that Medicare could lead a patient to seek a physician’s
care almost exclusively. That is, older people with health problems which they
typically treat themselves, or consult with a spiritual healer or a chiropractor,
may now consult with a physician who is eligible to receive payments for
services rendered. X

The rising demand for management of chronic problems may eventually lead
to a reorientation of the medical profession in which chronie care is given equal
status with acute care. If so, there should be a subsequent shift from a custodial
orientation to a treatment orientation in dealing with patients with chronic
disease problems.

It is also possible that increased contacts with physicians and more frequent
treatment may actually improve the health status of the aged. Under these con-
ditions, it is feasible that preventive medicine, especially preventive maintenance
services for the aged will assume new importance—an importance at least equal
to preventive services for communicable diseases.

Finally, the quality of care is affected also by the scope of service provided.
‘We would expect there to be an extension of services under the concept of “com-
prehensive care.” The management of chronic diseases calls for the specialized,
technical competencies of several persons and in a variety of settings and as the
need arises, it is likely that these services will be developed and expanded.

The second, related issue is more difficult to assess and it has to do with the
basic philosophy or ideology underlying the provision of health services and
modes for paying for them. Basically, we suppose that in the long run, the
positive attributes of Medicare will outweigh its shortcomings and this should
g0 a long way toward undermining the customary arguments about subsidized
programs particularly those related to mode of payment. It does not seem too
far-fetched to expect that ultimately all age groups will be fully covered by
some form of insurance. Medicare (and Medicaid) represent initial steps in this
direction.

Senator SmaruERs. Doctor, do you want to say something?

The American Medical Association has had Dr. Anderson here to-
day as an observer and they were going to testify but, they are other-
wise occupied at the moment, and have offered to give their testimony
at a later date.

Blue Cross Association, Mr. James Ensign, vice president, and Mr.
Walter J. McNerney, president, have indicated that they will probably
testify tomorrow.

If there is no other business to come before the subcommittee at
this time, we stand in recess until tomorrow morning at 8:30 a.m.

(Whereupon, at 11:50 a.m., the subcommittee recessed, to recon-
vene at 8:30 a.m., Friday, June 23, 1967.)



COSTS AND DELIVERY OF HEALTH SERVICES
TO OLDER AMERICANS

FRIDAY, JUNE 23, 1967

U.S. SENATE,
SuscommrrTEE ON HEALTH OF THE ELDERLY
OF THE SPECIAL COMMITTEE ON AGING,
Washington,D.C.

The subcommittee met at 8 :40 a.m., pursuant to recess, in room 1318,
Senate Office Building, Senator Walter F. Mondale presiding.

Present : Senators Mondale and Williams.

Committee staff members present: William E. Oriol, staff director;
John Guy Miller, minority staff director; J. William Norman, profes-
sional staff member; and Patricia G. Slinkard, chief clerk.

Senator MonpaLe. This morning we have an interesting panel on
Organizational Deficiencies in Present Health Services. We are privi-
leged to have Dr. George James, dean of Mount Sinai School of Medi-
cine, New York City, and Dr. Milton I. Roemer, professor, School
of Public Health, University of California, Los Angeles.

If you will both come up to the table, please.

Dr. James, you may start.

STATEMENTS OF GEORGE JAMES, M.D., DEAN, MOUNT SINAI SCHOOL
OF MEDICINE, NEW YORK CITY, AND MILTON I. ROEMER, M.D.,
PROFESSOR, SCHOOL OF PUBLIC HEALTH, UNIVERSITY OF CALI-
FORNIA, LOS ANGELES

Senator Monpate. I understand you got a 7 a.m. plane from New
York City this morning. If you would like to use 5 minutes to attack
the shuttle service, we would be delighted to have that a part of the
record and I will add in my own comments.

Dr. Jamzs. Thank you. It is sometimes easier to get to Washington
from my office in Long Island than to the office in New York City.

Senator Moxpare. Without any doubt you may have seen Art Buch-
wald’s column a few weeks ago where the newly developed SST had a
race with the Queen Mary to see who could get to Paris first. The SST
beat the Queen Mary by about 8 hours.

Go ahead.

Dr. James. My name is Dr. George James. For the past 20 months
I have been dean of a new developing medical school in New York
City. For 25 years before that I have held various governmental public
health positions in State and local health departments culminating
in 3 years as commissioner of health of New York City. Recently 1
have been Chairman of the President’s Task Force on Health and
President of the National Health Council. I serve now as chairman of
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the Review Committee for Regional Medical Programs and on one
of the subcommittees of the National Advisory Committee on Health
Manpower. This August I will be chairman of the National Confer-
ence on Public Health Training.

The health problems of the aged are among the most complex and
difficult now facing the American people. The entire scope of disease
can be visualized as a continuum composed of four stages. The first
stage is concerned with risk factors which operate before disease
begins. Ideally this is the best time to intervene and interrupt the
beginning of the disease process. This is the time when we seek to
modify health habits and adjust the environment to make our people
less susceptible to the risk of disease.

The second stage is involved with that period during which the
disease process has begun, but the patient as yet has no symptoms.
By means of various detection tests we seek to discover the early mani-
festations of disease and interrupt their further development.

Much additional research and program development is required
before we can say that we understand how to combat our present major
killers and disa{»lers. Useful hearings have been conducted by con-
gressional committees which have highlighted those problems and
suggested certain productive areas for attack.

The third stage of disease is the clinical period when the patient
generally feels ill and demands medical care aimed at cure. This has
always made up the bulk of medical care and has been the major focus
of much of our recent medical care legislation.

The fourth stage is the chronic period. Here our patient can no
longer expect cure, but rather hopes for a limitation on his disability.
At best this means rehabilitation, but at least it means a readjustment
of the patient and his environment so that he can maintain a maximum
of self-sufficiency, family life, and human dignity for as long as pos-
sible. It is what has been called adding life to our years instead of the
more biological goal of adding years to our life.

New York Crry Acine BY 20,000 YEARLY

The growth of our aged population, particularly in our rapidly
expandm%) urban areas, is truly remarkable. New York City, with a
fairly stable total population size, is aging by 20,000 persons per
year. By 1970 we expect to have 1 million persons over the age of 65,
making New York’s aged the sixth largest city in the United States.
A recent survey in New York City indicated that about 100,000 per-
sons are fit candidates for rehabilitation for neuromuscular disease.
Our present methods of caring for such people are ill-adapted to meet-
ing this problem. We cannot continue to rely upon institutionalization
and facility-bound services to meet these needs. We simply cannot
afford either the time or money to build institutions for them. Nor
a}xl'e these institutional programs the answer, even if we could provide
them.

Let me illustrate by describing for you one of my recent patients.

He is a man aged 76, who has the following pathological conditions:
carcinoma of the larynx involving a tracheotomy and oesophageal
speech, hypertrophy of the prostate with some pyelonephritis, diverti-
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culosis, a hiatus hernia, a cataract of the left eye, chronic bronchitis,
varicose veins, arterio-sclerotic heart disease with a healed anterior
wall cardiac infarct, and, finally, diabetes mellitus. Now, if you ask
this man what is his chief complaint, he will tell you quickly enough
that it is his wife.

His wife is 75 years of age; she had a thyroidectomy but, unfor-
tunately, the recurrent laryngeal nerve was cut. She cannot shout at
him, but she nevertheless can scold him rather effectively in a whisper.
She has a tracheotomy with a lot of excoriation around the neck, and
she is rather miserable, but they are miserably happy together as
elderly people often are.

OxnE PatENT—TEN CLINICS

Now, if this man would come to a major teaching hospital, this is
perhaps what would happen to him. For his cancer of the larynx and
related conditions, he would visit the ear-nose-throat clinic and the
cancer clinic; the hiatus hernia would be seen in the surgical clinic;
the cataract in the eye clinic; bronchitis, chest clinic; hypertrophy of
prostate, GU clinic; vericose veins, vascular clinic; the heart con-
dition, heart clinic; the diverticulosis and hiatus hernia, medical clinic;
diabetes mellitus, metabolism or diabetes clinic—10 clinics in all. This
man is much too sick to go to 10 clinics. How long would he last as
an ambulatory patient waiting in the waiting rooms of one clinic
after the other, of 10 specialty clinics in a teaching hospital?

Actually, he is a noncooperative patient, and that was an advantage
because he didn’t go to the clinics.

I can tell you what happened to him: he went to none of the clinics
because the traditional pattern of medical care which was available
to this medically indigent old man, living with his wife in a public
housing project, was not one which could help him, It would have in-
capacitated him. Suppose he had tried to go to the 10 clinics. One can
readily predict what would have happened. He would have become
exhausted and sooner or later would no doubt have become so weak
in one of the clinics that he would have required an emergency ad-
mission. and then, how long would the average hospital allow him to
occupy a hospital bed? It would not be very long before he would be
referred to a nursing home. Once he entered a nursing home it seems
fairly obvious that he would never leave, and his wife, too, would have
to be admitted fairly soon to a nursing home. Because of the way we
do things in our culture, they would probably be put in separate nurs-
ing homes at a cost of about $10 each per day.

This episode I have just related occurred 4 years ago. This man is
still living with his wife, and they are still miserably happy together.
He now attends a hospital clinic about once every 2 weeks. The bulk
of his medical care—and it is quite a bulk—is received in a small clinic,
a branch of the general hospital outpatient department which was
opened within the housing project where he lives. This man is receiv-
ing fourth-stage medicine, the kind of medical care so many patients
like him need and which so few hospitals have become equipped to
render close to the patient’s home. T
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MzeNTAL PROBLEMS OF AGING

Let us consider the mental problems of these old people. If you
take a man in the prime of life, deprive him of his wife, his hearing and
vision, his job, his contemporaries and confine him to his home month
after month and year after year, you would not be surprised if he
developed some strange personality traits. Yet this is frequently what
happens to our senior citizens with hearing and sight diminished, his
friends departed and his arthritis severely limiting his mobility. It
is not unusual that he avoids medical care because 1t is too taxing to
his physical resources and that he withdraws from society into an
unrealistic shell of his own drab world.

Senator MoxpaLe. Would you yield at this point? We had testimony
from Dr. Ostfeld, University of Chicago, indicating that many senior
citizens do not present themselves for an examination of symptoms
but may disclose serious health conditions because, fearing the worst,
they pretend the symptoms do not exist. If they have a bad cold, they
might present themselves but if they have something that sounds like
a bad heart or something serious that they are disinclined to do it.
Do you think this is a phenomenon that is rather widely found among
our senior citizens?

Dr. James. Yes. The studies which have been done in which popu-
lations of older people have been offered free disease detection examina-
tion services generally show that only about a half of the population
will come, and even the best of them are able to recruit only two-
thirds. The small clinic we opened for this man I have just described,
even though it is right within the housing project, has only recruited
half of the elderly people in that institution as clients, even though
every effort is made to recruit them.

Senator MonpaLE. In other words, the others living in the same
public housing project as the person about whom you are testi-
. fying who have available to them this new type of chronic patient
clinic won’t show up?

Dr. James. That is right. Every effort is made to recruit them. They
are advised at all the affairs which this housing project holds for its
older people. The clinic is well described. There are many satisfied
patients living in the same development, but still they do not come.
I think the answer is fairly obvious. As you pointed out, the threat
of illness is such an overwhelming threat to what little security they
have, particularly if they live alone, they find it difficult to act on
their symptoms.

The sociologists have done some interesting studies in which they
showed the steps one goes through in deciding to visit a physician. You
wake up in the morning and your stomach bothers you. You tell your
wife, and she says, “See a doctor.” Later she asks you, “How do you
feel ¥ “Well, I don’t feel so well.” This acting out and discussion with
another person plays a major role in getting an individual to seek
medical attention. A person who lives alone and is denied this oppor-
tunity is much less apt to act on this symptom. This is the reason in
addition to the tremendous threat to a person’s whole life that a serious
illness should be looked into.

Senator MonpaLe. What about in this case, you have what you
might call a chronie clinic, a one-stop chronic clinic conveniently lo-
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cated for the occupants of this public housing development and you
say only about half of them show up despite every effort to persuade
them. Have there been any efforts to go to their unit?

Dr. Jamzs. Yes. A great deal of work is being done to try to bring
these people in, and I think that it will eventually be handled in one
of two ways. One, to get the patient used to coming for medical care
as a routine instead of waiting until he feels sick. Let this be a health
maintenance program to keep them well, rather than only an emer-
gency service after illness strikes. This presents much less of a threat
and can be presented in a warm, friendly, supporting way.

Second, you have to develop the kind of services that will backstop
them if their security is threatened. Very intensive home care serv-
ices, homemaker services, make him feel that he has a family that will
look after his social needs as well as his stomach or gallbladder if that
is what is afflicting him.

In New York City we have a million and a half people that live
alone; many of these are young but many of them are old. We have
couples that moved into public housing projects at the age of 60 and
now 20 years later only one is left. Often the husband who does not
even know how to boil an egg and lives alone with a neighbor supply-
ing him with food. If that neighbor gets sick and goes to the hospital,
suddenly people discover this poor old man is living without anything.

SocraL. ProBLEMS RELATED To DiseEASE

There are many social problems which are closely related to disease
and are part of the care of these people. As a matter of fact, the physi-
cian is often the least important person in the total medical care of
what I call four-stage medicine or chronic care of the aged. Very few
of these conditions are cureable, but there are problems of adjustment
of a man and his environment which require quite a team of people.

What I am going to tell now is highly pertinent. Recently an excit-
ing program to combat this vicious cycle has been developed by the
Henry Street Settlement in New York. Here about 100 senior citizens
banded together to help their colleagues. Showing unusual patience
and empathy, they started a friendly visitors program in which they
periodically visited old people in their homes. Often their first efforts
were rebuffed. Only after making dozens of visits were doors opened,
conversations and friendships begun, and new recruits enlisted into
the ranks of the friendly visitors. The rehabilitation thus became
doixlj):'le, with both the patient and the visitor finding a new meaning
to life.

Old people do not generally want to sing in glee clubs or do basket
weaving. They can recognize such busy work for what it is, and they
do not usually do it well. But here they have a mission which they have
the time and ability to perform in a way which is vastly superior to that
of our so-called professional manpower. The potential of this untapped
resource is enormous.

Home Care DEFICIENCIES

A report recently prepaied by the Public Health Service indicates
that there are only 70 medically directed home care programs now in
operation in the United States, and these serve only 5,500 persons. I
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might add that one-third of them are in New York City. Truly this is
fantastic considering the enormous numbers of persons who are either
homebound or understandably lacking in the ability or motivation to
seek high-quality medical care, no matter how much we offer to pay
for it. One patient of ours consistently refused to attend the cardiac
clinic for a severe heart ailment. Careful study of his total problem re-
vealed that his feet hurt. After receiving corrective attention to his
painful corns, he was so grateful he walked, despite his diseased heart,
3 miles to the cardiac clinic as a favor to the nurse who spent so much
time trying to gain his cooperation.

The answer to the problem of medical care for our aged is to reor-
ganize our services around the patient and his needs, rather than to in-
sist that he spend what few energies and motivations he has in a futile
round robin of visits to various specialty services. Ideally, all people
should go for medical care not because they fall ill and feel sick, but
because as people they should receive a routine checkup for all stages of
many different diseases. At Senator Neuberger’s hearings last year, I
deplored the fact that Americans take far better care of their automo-
biles than of themselves. Automobiles are usually sent for a spring and
fall checkup. Perhaps some day we may see the wisdom of doing as
much for ourselves.

CorNELL-NEW YORK PrOGRAM

Happily today we are seeing the development of a significant number
of demonstration programs ammed at giving medical care to people and
their families on such a comprehensive basis. One of the first of these to
be done on a major scale was the Cornell-New York Hospital compre-
hensive care program. One thousand welfare families were invited in
for medical care as whole families as soon as they were added to the
public assistance lists. Incidentally, inviting them in as families is a
means of breaking down their resistance to coming. Of course, these are
the more fortunate older people who have a family.

The same team of physicians attempted to follow the family as
outpatients, inpatients, in the nursing home, and in their own homes.
Certainly the specialist was used, but the specialist always referred
his findings to the general medical team. Data on the program are
being collected, cost information is being studied, and very interesting
results are being discovered. For example, they are finding that only
rarely will an individual ask for home visits, even though the treatment
team is willing to go to the home. Part of this is because the patient
is not quite sure he will see the doctor whom he knows, and he is sure
that he will see him if he comes to the clinic.

The other reason is that there is not as much need to have home
calls, because the patient has had his diseases detected and under
treatment before the symptoms have appeared. It is also of interest
that an enormous amount of very significant disease has been dis-
covered from this population. One sidelight which reveals somethin
of this program is that for the first time New York Hospital has ha
to print signs in Spanish for its waiting room. They have a group of
patients they never had before.

In New York City we also have the Gouverneur program where
the staffs of several city departments are starting a program with Beth
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Israel Hospital. As you know, a new hospital building is being erected
and all agencies will try to cover the total health needs of the area’s
total population. There is also St. Vincent’s Hospital with a program
for its welfare patients which is now expanding to include the rest of
the family. What we are dealing with here in the efforts of these and
other hospitals is the adaptation phenomenon. They are trying out
various methods in order to learn how to approach total family care
and how to treat all stages in the natural history of disease.

TaE GrEaT NEED—CLOSER CONTACT

The first step in one of these programs could be anything which will
bring an institution or a service into closer contact with a group of
Ea,tients which has not been seen before. These patients may actually

e the hospital’s own patients, but that particular institution may never
have looked at them before in relation to many of their total health
needs. Ideally, a hospital should pick a population group, as Beth Israel
is now doing 1n the Lower East Side. This will be “their” population
for the total practice of medical care. The hospital plans to try to
meet all the medical care problems in that area to the best of its ability,
utilizing all the modalities of private practice, clinics, chronic care,
health center services, and home care.

Senator MonpaLe. How is Beth Israel financed ?

Dr. James. This program has been going on now for several years.
It was begun with their own funds. T%ey received a significant grant
from the Office of Economic Opportunity, and now, of course, with
medicaid in New York State it can be amply supported that way.

Senator MonpaLE. Are they using medicaid for this now ¢

Dr. James. Yes; but they still have a large OEO grant.

Senator MonpaLE. Medicaid and OEO?

Dr. James. They have a large OEO program which will last for a
few more years.

Senator MoNpaLE. What about the earlier program to which you
made reference?

Dr. Jasmes. The Cornell-New York Hospital ?

Senator MoNpALE. Yes.

Dr. James. New York City is unique in having its own little “NITH,”
for health programs, called the health research council. Mayor Lindsay
has continued the program whereby a dollar per capita is appro-
priated. It is 50 percent reimbursable by the State health department.
It is dedicated to the support of worthwhile research in biology and
medicine in New York City, and one of the priorities has been medical
care. So this Cornell project was supported by a 5-year grant. Actually,
several million dollars was invested in this program and it has been
the prototype for many others which are developing in New York
now.

Senator MonpaLE. Would this program we are now discussing be
fundable under medicaid ?

Dr. James. It is fundable under medicaid not as a program, but it
is fundable in the sense that the doctors could be paid for giving the
treatments. Therefore, by putting together all the doctors’ fees, we
could obtain support from the program. It would be highly desirable
for there to be better support.than there is for such demonstrations,

83-481 0—67—pt. 1—8




o

78 COSTS OF HEALTH SERVICES TO OLDER AMERICANS

although some support is available from OEO, from National In-
stitutes of Health, from the Public Health Service granting mecha-
nisms. I am sure we could use more.

The big problem with demonstrations is that if you put enough
money up, you can do nearly anything. It is not difficult if you want
to spent $5,000 a patient to give sparkling medical care. The kinds of
demonstrations we need are the ones that can develop and grow with-
out that kind of unusual support.

Senator MonpaLe. Yet if you undertake an optimum program and
do a good job of appraisal—that might be the best way of starting the
perfect program to do a good job appraisal—you come down to a more
sophisticated level that you could fund.

Dr. James. That is right.

Senator MonpaLe. I think one of the problems in these kinds of
programs is that you never really do a good job and then properly
appraise it so we can show what can be done if we do our best.

Dr. James. Dr. Charles Goodrich, who did the Cornell study, is now
in my institution and is developing our entire outpatient ambulatory
service on the basis of medical practice units with pediatricians as ¢on-
sultants. We are going to take all of the people who walk into the
clinic and treat them as private patients, with 1,500 families per
doctor. He, therefore, is building on this Cornell experience. He, in-
cidentally, is documenting this and it is going to be published between
hard covers. The results of the program were thoroughly evaluated
and the costs clearly delineated.

So he is going to be able to take the best of this demonstration and
support it through medicaid. It will be no more expensive than run-
ning a poor set of clinics as my 76-year-old man was subjected to.
It will be even cheaper and more effective with home care and backup
services.

There will also be linkages for medical supervision with nursing
homes, so that it will be possible to follow the patient in the nursing
home. At the same time, this will permit the hospital to have a better
basis for’ discharging certain categories of patients from the parent
institution to nursing homes, and also bringing them back to the hos-
pital when necessary.

Mepicare ONLY A BrcINNING

In conclusion, let me emphasize that we are only on the threshold of
an attack upon the complex problems of medical care for the aged.
Medicare and medicaid are largely aimed at the removal of financial
barriers to care—there are many high fences still to be removed. As a
matter of fact, strictly speaking, medicare and medicaid are not medi-
cal care programs but income maintenance ones. There are many
aspects of medical care, including attention to the high quality to
which they have not even gotten close.

The hospital emergency room has too long been the inept resource
used for chronic care of disease; the traditional proprietary nursing
home has too long been a dismal answer to crying medical ‘and emo-
tional needs which have gone unheeded. The key demonstrations for
improvements have been performed and several major enterprises are
well under way. Much more must be done to improve their efficiency
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and effectiveness. We desperately need packages of care we can afford.
One thing, however, is certain. At the current rates of increase of our
aged and their concomitant higher incidence of chronic disease, these
problems cannot be ignored.

Senator MonpaLe. Dr. Ostfeld testified the other day that most of
the killers of aging are diseases that result from bad and long-term
habits: oversmoking, overdrinking, overweight—habits that should
have been corrected earlier in life. One of the things I have been toying
around with here is a proposal which I have not worked out yet but
call for preretirement counseling at some point in life, say age 40,
where we would actually encourage a couple to take some time off to
consider the life that remains ahead, their own careers, whether they
want to do something different or whether, as Secretary Gardner put it,
they are already psychologically retired and bored and maybe they
ought to do something else. Look at their retirement financial problems
ang get them under control. With regard to health, have a checkup at
that time and have a doctor tell them the truth about their habits and
their health and what they ought to do if they want a long-term, im-
proved health picture.

Does that make sense to you?

Dr. James. Yes, that is an excellent idea. One should begin with
what I call the first-stage problems, these things that make an in-
dividual more or less at risk of developing disease at any time. The
retirement counseling program would be an excellent way to begin
with this group. Of course, it would be even better if we had people
coming to us as part of families all through their lives receiving this
type of counseling. '

Actually, if you look at the diseases which we have controlled in
this country, like polio, diptheria, measles, smallpox and so on,
almost all of them have been diseases we have attacked in the first
stage and not by using clinical medicine, waiting for the patient to
have a symptom. We have made some progress in controlling these
diseases after symptoms occur but it looks like only when we can
develop some method of attacking them before they start can we
really make a major impact upon them.

Obviously, if the patient comes to you with symptoms, we have to
do the best we can. If he comes to us after he has the chronic incurable
disease, we still do the best we can. But it is far better to accent just
what you suggested, types of activities which reach into their lives and
try to keep them healthy.

Senator MonpaLE. You are dealing with health problems as dis-
tinct from financial arrangements, new careers, and some of the other
things that might be explored at some midpoint.

Dr. JamEs. Very goog.

Senator MonpaLe. What is the likelihood after you have diagnosed
a 40-year-old person and he is smoking too much and drinking too
much that these things will happen when he gets older, bad habits?
What happens? Doctors do this all the time.

Dr. James. First of all, it would be better if he stopped than con-
tinued. Even if he has had a 20-year experience of bad habits, it is
better if he stopped. Our success in getting people to change their
habits is rather poor, but there is a challenge. Our success in curing
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coronary heart disease is equally poor, if not poorer. That does not
mean that we stop trying; we have to keep working with them.

Of course, as far as smoking goes, if we can keep pressure on the
system we might come up wit%\ some other answers. For example, a
safe cigarette would fit into a person’s existing motivation rather than
the more difficult, alternate task of attempting to change that motiva-
tion. We are not going to get these answers unless pressure is con-
tinued.

SuspicioNs oF THE ELDERLY

Senator MoNDALE. I am always impressed by the deep suspicion that
one encounters among the elderly. at you talk about pops up almost
all the time. The elderly are suspicious that if they go to someone other
than a doctor they will not get to see the doctor. Half of them will not go
to this very convenient chronic clinic which is provided because of one
fear or another. There apparently is a deeply suspicious, fearful
psychology among our elgerly in this country. It pervades almost
everything that they do.

Dr. Jamzs. That 1s true. That is why ideally if we could get families
to come in when they are well for routine checkups, the physician and
the surroundings and the health team become friends. Medical care
becomes a predictable situation.

Senator MonpaLe. But you have to overcome this barrier of sus-
picion. It takes a while for these friendly visitors just to get their con-
fidence. People come in to talk to them. We think this is the first thing
lonely people want but they are suspicious.

I remember one time when I was campaigning and somebody told
me it would be a good idea to go down to a senior citizens project and
shake hands. They were playing cards and they said, “Get out of here,
we don’t want to see you people; we are sick of you politicians.” I think
I lost the town.

Bill, do you want to go into that medicare question ?

Mr. Orior. I have several questions but perhaps you want to hear
from Professor Roemer.

Senator MonpaLE. If that would be all right, we will hear from Dr.
Roemer and then we will have questions afterward.

Dr. Roemer, we are very glad to have you.

STATEMENT BY DR. MILTON 1. ROEMER

Dr. Roemer. Thank you, Mr. Chairman. I feel honored to be invited
to make some comments to this Special Senate Committee on Aging
on this question of the costs and delivery of health services to older
Americans.

Since 1936 when, while still a medical student, I undertook studies
on the social aspects of medicine—earning a master’s degree in soci-
ology in 1940, the same year as receiving the M.D.—I have been ex-
ploring the problems of delivering the fruits of medical science to
meet the needs of people. For 14 of these intervening years I have
worked in public health tasks at local, State, National, and interna-
tional levels and for 12 of them I have taught at universities—Yale,
Cornell, and now at the University of California.

The vast achievements of medical science are well known, but the
failures and gaps in delivering these benefits for persons, old and
young, who need them, are less well understood.
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Medical service delivery is, in a sense, a more complicated task than
scientific medical diagnosis and therapy. The latter, technical tasks, re-
uire great knowledge and skill, but once a logical decision is made,
the various measures of surgical or pharmaceutical or other types of
medical management can be readily prescribed. The actual delivery of
those services to large human populations, however, requires copin,
with enormously complex social, psychological, economic, political,
and cultural forces. There are vast pressures of tradition and numerous
vested interests that can obstruct the implemention of logical decisions.

Delivery of medical services to the aged is made difficult by all the
same problems that face any other age group, compounded by further

roblems of the older years. In these years, the burden of sickness is
?ar greater, the individual’s financial resources to meet it are less, and
the physical procurement of needed medical care is impeded by
numerous problems of transportation and understanding.

The enactment of the medicare amendments to the Social Security
Act in 1965 has been a great step forward in reducin% the financial
handicaps of the aged with respect to certain sectors of medical care.
In a sense, however, this law has only tended to give the aged a certain
parity of health insurance coverage with the younai(s;nd self-support-
ing population. Before this important law, only about 50 percent of
the aged had any hospitalization insurance, they had less of other
types, and most of that was meager in benefits; now close to 100
percent are covered and the benefits are much more liberal.

The effective delivery of medical service, however, requires more
than underpinning of the bills, and this is especially true of the aged.
It requires an organization of the technical services that meets the
complex demands of science and needs of sick and disabled people.
It requires medical care that is comprehensive in scope, continuous
over time, physically accessible, scientific in quality, and humanistic
in spirit.

Horse-anp-BueaY LEVEL FOR SERVICES

While we have made a great deal of progress over the last 30 years
in the United States in financing medical services, for both young
and old, our social machinery for delivering those services has re-
mained almost at a horse-and-buggy level. Perhaps it is a team of
horses, rather than an old gray mare, that deliver the product, but
medical care organization has hardly caught up to the motor-car era,
let alone the jet plane.

The crucial fact is that most of the expanded economic support for
health service has been applied to a framework of medical and dental
practice in isolated individual offices and a patch quilt of hospitals,
drugstores, and laboratories which are characterized by extravagance,
inefficiency, and frustration for the patient and provider alike. Half
the Nation’s general hospitals are of under 100 beds—a size much too
small to render optimal scientific services soundly and economically.
Eighty-five percent of clinical physicians and 95 percent of dentists
hold forth as solo practitioners, despite the enormous development of
specialization demanding professional teamwork.

Thousands of small, independent drugstores dispense a bewildering
array of drugs at very high prices, inflated by the cost of a fantastic
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volume of competitive advertising, robust manufacturing profits, and
an _elaborate network of middlemen between producer and consumer.

Dental treatment absorbs the scarce and expensive time of highly
trained professionals, doing tedious tasks that could be readily as-
signed to technicians under supervision.

Preventive medicine is widely preached but seldom practiced, while
geriatric rehabilitation is a fiction in the thousands of small pro-
prietary nursing homes that accommodate the vast majority of chroni-
cally ill and aged patients whose numbers are increasing daily.

Though this is a grim capsule sketch, Mr. Chairman, it could be
easily documented with reams of facts and figures. While American
medical science at its best is capable of wonders in reducing disability
and saving lives, these wonders are applied far less than they could be.
Our age-adjusted mortality rates in the United States are higher than
those of many other countries of lesser wealth and, at that, spending
lower proportions of their gross national product on health care. The
difference lies in the way we spend our health dollars. Our social ma-
chinery has simply not caught up with our scientific capacity.

Precemear Errorts AT REFoRM

The history of social and legislative action to correct these orga-
nizational anachronisms is one of piecemeal efforts. Special laws have
been passed to help a worker who has been injured on the job, but
they don’t help him if he gets injured or sick off the job. The crippled
child can be helped if his diagnosis happens to be on the approved list
in the State where he lives and if he is poor enough. A veteran may
get first-class medical care for a military-service-connected disability,
and sometimes for other disabilities, but if a physical handicap barred
a man from military service in the first place, he is, of course, outside
this ball park.

There are literally hundreds of other specialized piecemeal programs
for selected categories of American citizens or selected types of medical
diagnosis. On top of these governmental programs is a vast jungle of
medical care plans and agencies, supported by voluntary insurance,
donations or industrial expenditures.

If one adds up all the dollars spent by these organized health service
programs, through hundreds of administrative channels—both gov-
ernmental and voluntary—and relates them to the total dollars spent
on health in the Nation, one finds an important trend. In 1965, of the
$38,500 million spent on health, about 55 percent was passing through
some organized fiscal channel, and this was a large increase from the
20 percent, so spent in 1930. With medicare and other new programs of
the last 2 years, this social sector of health expenditures is now prob-
ably about 60 percent of the total.

In recent years everyone has become acutely aware of the rising
costs and prices of medical care. Since the medicare enactment in July
1965, medical prices have taken a steep spurt upward, as this guar-
anteed support led hospital nurses and other employees to seek long-
overdue wage increases, and as the increased demand on a fixed supply
of physicians led—following the usual economic laws—to fee eleva-
tions. The point is, however, that medical costs have been rising steadily



COSTS OF HEALTH SERVICES TO OLDER AMERICANS 83

for many years, but it is the increasing social assumption of those
costs that has now made them so very visible and has catalyzed public
concern.

Senator MoNpaLe. This morning in the Washington Post there is
an article by Marquis Childs on this very issue of skyrocketing cost.
Would you object to having that article included in the record?

Dr. Roemer. It sounds very appropriate.

Senator MonpaLe. If you have no objection, let us put it in the
record at this point.

Dr. Roemer. Of course.

(The article referred to follows:)

[{From the Washington Post, June 23, 1967]
THE RISING COSTS OF MEDICAL CARE

(By Marquis Childs)

At least a half-dozen high-level conferences, both Government and private, are
taking aim at the rapidly rising cost of medical care. The struggle to keep up
with inflationary costs is nowhere more acute than with the hospital and the
doctor’s bill. A study prepared for the National Conference on Medical Costs
next week shows that in 1966 the price of physicians’ services increased 7.8 per-
cent. In the last half of 1966 daily hospital charges rose 11.5 percent. The Medi-
cal Care Index went up 6.6 percent which was just double the percentage for last
year's over-all explosive cost-of-living jump.

None of this is surprising to experts who follow the trends. They point out that
the old order is giving way to revolutionary change with medical care in the
forefront. -

July 1 will mark'the first anniversary of Medicare, a program covering 18,-
000,000 Americans over the age of 65. Medicaid is being developed in many states
to provide medical help for low-income families. In a nation so long resistant to
any Government participation in medicihe, with many professionals denouncing
“socialized medicine,” this is indeed a revolution. And as in all revolutions the
penalties at times seem to exceed the rewards.

‘What is more, the revolution i$ just beginning as the Johnson Administration
takes a stern look at the facts of medical care in this country. Sargent Shriver,
that affiluent apostle of revolution, is attacking through his War on Poverty the
shocking failure of the poor to benefit from America’s high level of medical care.
At a recent conference he ¢came up with startling statements about what this
failure means—60 percent of poor children receive no medical care and never see
a dentist; the chance of a child dying before the age of one is 50 percent higher
for the poor, the chance of dying before 35 four times greater.

As one line of attack six health centers have been established with the goal of
making medicine accessible to the poor in city ghettos. Six more are on the way.
Shriver is enlisting under his banner the American Medical Association and
other organizations that might once have fought such an experiment.

But as the demand for medical care increases the pressure on the supply of
services inevitably forces up the cost. The supply of doctors, and in particular
general practitioners and pediatricians, is woefully short—a reminder that for
years the AMA opposed expansion of medical education. The Vietnam war takes
about 5,000 doctors a year for a two-year stint. To meet the demand, according
to the study prepared for next week’s conference, doctors are seeing more patients.

One consequence of the pressure on inflation, as reflected in the steep rise in
the cost of medical service, is in the wages of hospital workers. They have always
been among the low paid, existing on marginal salaries in institutions that con-
fused charitable intent with business administration.

That is now beginning to change as full employment—or comparatively full
employment—opens other opportunities even for the unskilled and the semi-
skilled. The new minimum wage law, which covers hospital employes for the
first time, provides that they must be paid a minimum of $1 an hour starting
in 1967, $1.15 in 1968 and $1.30 in 1969. Hospital workers have rebelled against
low wages, with nurses leading the way in strikes in a number of instances.

“If hospital staff per patient continues to increase at recent rates, the total
wage bill per patient day seems likely to increase from $27 in 1965 to about $38
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in 1970 or 7 percent a year.” the report on medical prices states, pointing out
that one result of the wage squeeze is to increase the number of people who will
share the work at marginal pay.

While the start of Medicare is often blamed for the rise in medical costs, the
study finds that this is not true, at least insofar as the recent acceleration of
the rate of increase in doctor’s fees is concerned. Increased use of hospital space
could even result in economies of operation and more effective use of available
beds.

In presenting the report which will be the starting point for the conference
John Gardner, Secretary of Health, Education, and Welfare, suggested a number
of ways in which medical resources can be employed to greater advantage. The
old patterns, Gardner was saying, simply will not suffice if the demand for more
and better medical service is to be met at a reasonable cost. Concerned men and
women throughout the country are seeking new and constructive channels for
the forces of change at work in medicine and in almost every other area of
American life.

Dr. Roemer. The overall costs of health care have been rising faster
than our gross national product. In 1930 all health expenditures
claimed under 4 percent of our'GNP. Now it is over 6 percent—a 50
percent higher share. Much of this rising cost is due to a greatly in-
creased rate of utilization of health services by the people, surely a
good thing. Another part of the rise has been due to improvements in
the content and quality of care—improvements which would have
meant much greater cost escalation, if it had not been for some auto-
mation of hospital service and increased use of auxiliary health per-
sonnel.

But a portion of the rising costs and the rising share of GNP re-
quired for health care has been due to the backward inefficiency and
needless complexity of our health care system, noted briefly before.
These wasteful inefficiencies, furthermore, must be measured more by
their human toll than their drain of dollars.

TuEe StorY OF ONE PATIENT

May I take the time of a distinguished committee of the U.S. Senate
to tell of one aged patient who, like most old people, suffered from
multiple diagnoses? He had a serious eye problem—actually two
diseases: glaucoma and keratitis—for which he received care at a
nearby medical center, in the department of ophthalmology. His per-
sonal doctor, a good internist, however, had diagnosed a mild diabetes,
and for this periodic visits were necessary to an office 8 miles away.
Painful corns and bunions, impairing the ability to walk, were not
within the speciality of the personal doctor, so these required periodic
visits to a podiatrist at an office 6 miles in another direction. Dental
care, in an effort to save the few remaining teeth, so that dentures
would fit more firmly and food could be more properly chewed, re-
quired numerous visits to a dentist at still another location.

Then a bladder problem developed and prostatic disease was sus-
pected. At about the same period, the patient showed lethargy and
confusion, suggesting a milg cerebrovascular accident. The personal
doctor made a home call and the decision was to hospitalize. A was
not immediately available—except in a small proprietary hospital
which the family refused—and it was not till 10 days later that he
could be admitted to a good voluntary general hospital 15 miles away.
After X-rays, cystoscopy, and other examinations there, his treatment
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was stabilized. In the workup, it was discovered that a drug the

ophthalmologist had been prescribing for many months was causing

serious side effects, which had been missed by the internist since these

two specialists had never communicated with each other. The patient:

was then admitted to a sanatorium, selected for its closeness to the

ﬁamjly home, so that visits from the patient’s children would be possi-
le daily.

This zvas one of the “better” nursing homes—it was certainly expen-
sive enough at $32 a day paid by medicare—but this was evidently not
costly enough to support a proper staff. After a few days, because of
lack of proper surveillance, this aged patient was found roaming on the
street. When this happened a second time, the commercial ,E)ropriebor
decided to discharge the patient as “too difficult to care for.” It took 5
weeks of nursing care at home, with daily problems of incontinence
of urine and feces, before a bed in another nursing home became
available.

The latter facility proved to be better managed and the patient im-
proved. After only 2 weeks, however, he was getting up from a chair
one day, when he fell and fractured his left hip. This required an ortho-
pedic surgeon, readmission to the hospital, and preparation for a
major operation. But then complications to the diabetes set in, because
of the traumatic shock of the fracture. A delay of over 24 hours in
reporting a critical laboratory test nearly cost the patient’s life at
this time. Had the hospital been adequately staffed, this delay would
not have occurred. A skillful operation, with a pinning of the broken
bone, was done. Special-duty nurses costing $111 per da%—over and
above the medicare coverage of the hospital bill—had to be hired be-
cause of the shortage of regular hospital nurses.

I have not recounted the other details of multiple drug prescriptions,
special services of an appliance shop to adjust the bed at home, the
physical therapy required for a knee injury, and much more. This
patient was my widowed father, who lived with my wife and me for
9 years after his retirement from 51 years of medical practice. My
abbreviated account of his medical care problems applies only to the
last year, or it would be much longer. Accounts like this could be told
thousands of times over, each day in the United States, and would
doubtless be more complex and disturbing for a family less well in-
formed about the jungle of medical care delivery.

I was notified by telephone when I arrived in Washington late last
night that my father had just died.
he problems in this, and thousands of similar cases, it may be
noted, are not primarily financial. That side of it was handled. The
problems for this and similar patients were and are a consequence
of the crazy quilt of a fragmented nonsystem of health service delivery
n our country. This was a case, incidentally, in a high-income sec-
tion of a great metropolitan city; consider the comparable problems
in a rural area or a blighted urban slum.

InNovaTiONS UNDERWAY

Yet, many important innovations have been developing in the or-
ganization of American health service in recent years. In numerous
small ways, integration of the manifold specialties and paramedical
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skills is being achieved. While each of these is only a minor stream
in the larger flood, we do see group practice clinics, expanded hospital
outpatient departments, neighborhood health centers for the poor,
emerging regional hospital networks, liaisons between nursing homes
and- hospitals, and other intelligent arrangements that give us a
glimpse of a better future. .
We have heard from Dr. James this morning of the interesting
developments in integration of health services in New York City.
Without taking the time to review all these significant recent de-
velopments, may I request the privilege of attaching as an appendix
to these remarks a paper on this subject of “New Patterns of Organi-
zation for Providing Health Services”® which I presented not long
agoat the New York Academy of Medicine. :
Senator MonpaLe. Without objection it will appear in the appendix.
Dr. RoeyEr. Because of these hopeful signs of change, we can begin
to see the shape of a new pattern of health service for the American
people—young and old, rich and poor—in the years ahead. With ap-
propriate leadership in the Federal Government and effective partner-
ship between public and private resources, I think we can expect to
achieve this picture in a generation from now:

CoMpPREHENSIVE HEALTH CENTERS

In each neighborhood there would be a comprehensive health center
staffed by a team of general physicians, specialists, nurses, technicians,
and aids. Everyone—not just the veteran or the pauper or the crippled
child—would be served by a “primary physician,” as the Millis report
of the American Medical Association has recently defined him. Special-
ists would be called on for help as necessary. The mentally disturbed
would be treated as well as the physically disabled. Dental care would
also be provided, with reasonable use of dental technicians for the
many simpler mechanical tasks. Laboratory and X-ray proce-
dures would be done in the center, and drugs dispensed by the staff
pharmacist. Preventive health examinations and screening tests for
hidden disease would be done routinely with the aid of modern equip-
ment and auxiliary staff.

Hospitalization, when necessary, would be provided at a good gen-
eral facility of perhaps 300- to 500-bed capacity, where the full range
of technical modalities could be offered. Institutional care of the
mentally ill or the chronic sick would be given in special wings of the
hospital or in affiliated units nearby. Several of the neighborhood
health centers would be satellites to each such hospital. and their
professional staffs would receive periodic continuing education in
the hospital. Depending on the density and ecology of the population,
the hospital would be professionally and administratively tied to
other institutions in a regional network; at its hub would be a great
medical center, where basic education of the health professions and
medical research would be actively pursued.

The quality of health service would be subject to continuous sur-
veillance, not just in the hospitals but throughout the system. Major
surgery or other serious procedures would, of course, only be done by

0 See p. 236.
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qualified specialists. Cultists would have no place, nor would patent,
self-prescribed medications. Physicians or public health nurses would
make home calls, as necessary, but no time would be wasted in a doc-
tor’s travel to five, or six separate hospitals—as the current lack of
system compels him to do. The patient would be treated as a whole
person, monitored by a unified medical record which would move
with him to a new health center if he changed his home. Whether he
was a veteran or an injured worker or a welfare recipient or a paro-
chial school child, whether his illness was infectious or mental or
traumatic or neoplastic—he would be treated by the unified system,
starting in a nearby neighborhood health center and branching to
other resources as necessary.

EcoxoMIc SupporT

The economic support for all this would be derived from the social
devices of insurance and public revenues that we have seen evolving
over the last 30 years or more. The underlying resources of personnel,
equipment, facilities, and knowledge would be produced likewise by
social planning and investment, both governmental and voluntary, as
they are now at an increasing tempo. The personnel would be re-
warded for their labor according to equitable principles of skill,
seniority, and responsibility, and their contributions would also be
recognized by appropriate social status. But the receipt of services by
an individual would not depend on the amount or source of the money
paid, nor on the diagnostic category of his disease, nor his social
pedigree. It would be a right of his being an American.

This picture, Mr. Chairman, is not utopian. It is easily attainable
within our resources, and, while I do not say it will reduce expendi-
tures, it will permit health achievements at a far lesser cost than a
policy of unplanned drift.

The new legislation on “comprehensive health planning” is, in my
view, an important step in the right direction. Like the medicare law
and the heart-cancer-stroke legislation, it is only a beginning. Positive
stimulation is needed for promotion of group medical practice and
neighborhood health centers—not just in the slums—on a very wide
scale. Far more medical and allied personnel must be trained. The end-
less programs defined by category of person or category of disease
must be replaced by health service organization based simply on geo-
graphic regionalization.

If these changes evolve, the health needs of older Americans, as
well as everyone else, will be met at a level of which our Nation could
be proud and of which we are certainly capable. I thank you very much.

Senator MoxpaLe. Thank you, Dr. Roemer. Needless to say, we all
join in expressing our condolences on the passing of your father and
we are grateful to you for proceeding with your testimony despite
that tragedy.

I thought it was interesting that the two examples, the example of
your father and the one that Dr. James cited, were so similar and
the conclusions that one must draw about a better organization of our
services were very similar and parallel each other very closely.

Unfortunately I have to excuse myself because I have to be over at
another committee, :
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Just one quick question and then I must go. Without objection I am
going to ask the staff to continue the questions because 1 do want to
be sure while you are here to get the benefit of your thinking.

What is the reaction of the medical profession to these proposals
to organize medicare and some of these other problems to which you
make reference on this kind of systematic overall basis?

Is this being received with great enthusiasm by AMA ?

Dr. Roemer. I think the reaction is mixed, Mr. Chairman. There
are sectors of the medical profession that are very responsive to these
ideas; for example, physicians who on their own initiative organize
group practice clinics, like the Mayo organization, the Oschner Clinic
and so on, establishing first-rate teams of specialists.

There are physicians in the universities, in medical schools and great
teaching centers, who see things this way. There are physicians who
devote themselves to the study of these problems, like Dr. James here
and other academic people, who share these views.

Senator MonpaLE. Yes, but you are giving us examples——

Dr. RoeMer. There are rank-and-file private practitioners who resist
these ideas as they have resisted in the past voluntary health insur-
ance, public health programs, better organization of the staffs of the
hospitals, et cetera. But as these changes evolve, the interesting fact
is that physicians adjust to the demand and cooperate with them.

For example, the kind of medical staff organization in the average
general hospital in the United States today which was called for by
the Joint Commission on the Accreditation of Hospitals was regarded
as bureaucratic and totalitarian by physicians 25 years ago, but today
is widely accepted.

The day-to-day care of patients in hospitals has tremendously im-
proved just by the reason of the more systematic organization of the
medical staffs.

Senator MonpaLE. Of course, what you are proposing to do here goes
far beyond the properly existing hospital. I would like to have Dr.
James’ reaction to that same question, the reaction of the medical
profession.

Isn’t it always true that the staffs of the medical schools and ad-
vanced clinics like Mayo Clinic are more liberal and willing to accept
these sorts of things?

Dr. Roemer. The reason I mentioned hospitals, Mr. Chairman, is
that there was the same resistance to the tightening up the organiza-
tion of hospitals in the past, and my proposal is to apply the same
lliil(l)?i of genius to take care of the ambulatory patient in his neighbor-

ood.

Dr. James. I think what Dr. Roemer says is correct. There is noth-
ing that is incompatible between the things we have been saying and
the private practice in medicine.

As a matter of fact I was in Honolulu not too long ago and I was
surprised to find that over 50 percent of the physicians in Hawaii
operate under group practices, and group practice lends itself very
readily to this kind of total approach.

Moreover the American Academy of General Practice has become
keenly interested in this type of approach and are eager to develop
more 1n the way of becoming true family physicians.
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The hospitals have taken leadership because they do have huge num-
bers of patients coming to their fragmented clinics.

Since they have this clientele to start with, by using the same funds
and better organizing of their services, they can develop a family prac-
tice for this population very readily.

I think the private sector would object if the only way that the prob-
lem could be handled were by hospitals and by some kind of a Govern-
ment organization, but the pattern is readily translated into the pri-
vate sector.

Senator MonpaLE. There is a story in the morning New York Times
I will ask to be included in the record which quotes Dr. Milton Rouse
of Dallas, president of the American Medical Association, who ex-
pressed concern at the increasing involvement of our National Govern-
ment in the health field.

(The article follows:)

[{From the New York Times, Wednesday, June 21, 1967]

Doorors URGED To COMBAT GOVERNMENT PLANNING—NEwW A.M.A. HEAD ASKS
STEPS To FULFILL LocAL NEEDS—CONVENTION EXHORTED To BAR ‘“I'HREAT” OF
CENTRALIZATION

(By Donald Janson)

AtrANTIC CITY, June 20—Dr. Milford O. Rouse, new president of the Ameri-
can Medical Association, urged doctors today to step up efforts to curb govern-
ment planning in the field of medicine.

In an inaugural address to the 116th annual convention of the association, the
64-year-old Dallas gastroenterologist said that the “threat” to the private prac-
tice of medicine had not stopped with Medicare and Medicaid.

“Judging by events of the last two years,” he told some 1,000 physicians at
Haddon Hall, “we must increase the effectiveness of our opposition.”

About 9,000 physicians are registered at the convention.

Dr. Rouse said the Government was now “making its moves into areas where,
to its own satisfaction at least, it is able to demonstrate unfilled needs for health
care or health care planning.” He urged that organized medicine meet the
“crisis” by filling any vacuums it found in communitywide health planning be-
fore the Government did.

Dr. Rouse said in an interview that his own Dallas County Medical Society,
for example, was taking the initiative in investigating the need for new com-
munity health services, such as neighborhood health centers.

As for himself, he said, he still refuses to take patients who insist that their
bills be assigned to a Medicare fiscal agent. Many Medicare patients, he said,
“have no need for government help.” He said more and more doctors were insist-
ing upon direct billing.

Dr. Rouse said in his speech that “capitalism” was so seriously endangered
by people who want “an all-powerful central government” that doctors must
“concentrate more attention on the single obligation to protect the American
way of life.”

He said the profession was “faced with the concept of health care as a right
rather than a privilege” and with “many additional social concepts” distressing
to doctors.

He named some of these as “price and wage fixing,” “emphasis on a nonprofit
approach to medicine,” “problems of free choice,” “increasing coercion,” “special
attacks in the drug field,” and “emphasis on the academic and institutional en-
vironment.”

Dr. Rouse is considered much more conservative than the outgoing president
of the A.M.A., Dr. Charles L. Hudson of Cleveland. He has characterized him-
self as an “independent conservative” and “a Democrat whose party has left
him.”

He has served three years as Speaker of the A.M.A.’s policymaking House of
Delegates. He is a past president of the Texas Medical Association and the
Southern Medical Association. He has been active in the ultraconservative As-
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sociation of American Physicians and Surgeons. He is a former director of the
Life Line Foundation of H. L. Hunt, Texas oil billionaire.

The 242-member House of Delegates unanimously adopted a statement earlier
today saying there was no conflict between medical ethics and the loyalty oath
administered to officers of the armed forces.

The statement was adopted as a rejection of the contention of Dr. Howard B.
Levy that the physician’s Hippocratic Oath might conflict with orders from
military superiors.

Captain Levy, 30-year-old Brooklyn dermatologist, was convicted by a military
court June 3 of willful disobedience of orders in refusing to train Special Forces
medical aides to treat skin diseases in Vietnam, a war he called “a diabolical
evil.” He was sentenced to three years in prison at hard labor and dismissed
from the Army.

Senator MonpaLe. Does that kind of attitude create a healthy en-
vironent for your proposals?

Dr. Roemer. I think, Mr. Chairman, there has been a distorted
view of the role of government by the private profession. The private
physician is inextricably involved with government—Federal, State,
and local—in treating several million medicare beneficiaries right
now, a program that has worked out remarkably well despite its
complexities.

e is involved with the government every day. This does not im-

pede his freedom to make a decision on a diagnosis, to do what is good
for the patient. In fact, it helps him to do what is good for the patient.

Senator MonpaLe. I don’t think we are getting anywhere on this
particular argument because I am going to have to excuse myself.
Thank you very much.

Dr. Roemer. Yes, sir.

Mr. Orror. I have just a few questions. Both of you have described
changes you would like to see for experiments already underway and
you called for reorganization of existing services.

The first question is, Where does this reorganization begin? Is the
Comprehensive Health Planning Act comprehensive enough to help
create the kind of change you would like to see, or would you think
that somehow community resources have to be organized and started ?

How do you go about reorganizing and getting the kind of changes
you would like to have?

How To Errect CHANGE

Dr, James. First of all, with medicaid there are problems which
we did not have before, Secondly, there are a number of places in the
country where there are people who feel as Dr. Roemer and I feel and
are doing something about it, and this is growing rapidly.

Thirdly, there are funds available for special projects such as Office
of Economic Opportunity funds, the Public Health Service and some
of the health services research funds of the National Institutes of
Health.

I also believe it would be very good if the health services research
center which has been planned for the Public Health Service gets

underway so that it can provide additional stimulation and evaluation-

in many of these programs.

The question you are asking, I suppose, is what could be done by
whom to stimulate more activity in this field. Now that we have
money, although we could always use more, I suppose the holding of
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hearings such as this, anything which would call attention to the
problems, would be highly important.
We were able to get fluoridation of the water supply in New York
City by callingiattention to the severe problems posed by dental care.
We can perhaps get some action against cigarette smoking some

‘day by calling attention in no uncertain terms to the tremendous

hazards of lung cancer.

The problems and cases such as Dr. Roemer and I have described
today have not been made generally evident to the public. The public
has felt that if there is a clinic, it 1s available; the individual is sup-
posed to go there, and if he goes there he will get care.

A study done by Dr. Trusell in New York with the Teamsters Union
clientele showed that 40 percent of the medical care received by the
population was grossly poor care and 95 percent of the people were

‘well satisfied with them.

So we have to make these facts evident, we have to get people to
be dissatisfied with the way things are and then they will demand
better methods of doing it, and the methods are available.

Now we do not have a sufficient manpower supply in this country
of people dedicated to developing these improved programs.

These people have to be trained. Those centers which are capable
of doing this kind of program have to be in a position to train others.
There should be much ferment along these lines over and above what
there now is.

If you are suggesting possible ways for the Federal Government to
take some leadership, I would suggest that the supported demonstra-
tions, the development of training programs for otﬁers into what these
demonstrations can accomplish, the support of the health services
research center of the Public Health Service would all be excellent

steps.

Kbove all, methods should be developed to make the American
people aware of the conditions as they are now and that there are
corrective measures which can be taken.

Mr. Orror. Dr. Roemer, you mentioned the Comprehensive Health
Planning Act. As I understand it, this act will funnel funds to States -
so that the State can plan properiy for its own needs.

Do you think that this will encourage the type of development you
are talking about ?

Dr. RoeMer. I think it will, Mr. Oriol, because it will help to make
visible the problems of fragmentation and inefficiency that we have
both discussed. It will also help to produce data which will educate
the public as Dr. James has just suggested.

Rising Costs To Force CHANGE

It seems to me that the problem of rising costs is going to be one
of the strongest educational instruments to clarify that our system
of providing health care is not as efficient and effective as it could be.

Throughout the whole history of medical care developments in the
world, the problem of rising costs has stimulated improved patterns
of organization.

In addition to the suggestions that Dr. James has made, I would
agree with those and add one or two others. I think the Federal Gov-
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ernment can promote integration of specialty services for ambulatory
patients—that is, for patients not in the hospital—by subsidy of group
medical practice.

Now this is a private mechanism, the idea of group medical practice,
but it can be facilitated by grants or even loans of money for the tasks
of organization of group practice clinics and for the organization of
prepayment systems to go with them. I think much could be done also
by subsidizing or encouraging hospitals through grants to develop
outpatient services on a more comprehensive basis.

uch grants could promote what Dr. James described in New York
at the Beth Israel Hospital on a much wider scale. There is a very
interesting development in the hospital field, what some people have
called the “explosion” of emergency room services.

Here is a _remarkable increase in the use of hospital emergency
rooms by ordinary people, not just the poor.

Mr. Orror. Would this be especially true of the elderly ?

Dr. RoEMER. Yes. A high proportion of the emergency-room patients
are the elderly but the point is that these are not organized clinics.
There are a lot of people who come to the hospital today whenever
they are sick, not just for hemorrhages or other emergencies but for
almost anything, day or night.

There has been an enormous increase in this demand, which I think
reflects the problem of unmet need for general medical care in the
population.

THE Ka1ser-PERMANENTE Praw

We have some other models that I think are worth looking at, es-
pecially the prepaid group practice plans like the large one in my
State, the Kaiser-Permanente Health Plan. Here is a health program
with over 1 million members who are getting comprehensive medical
ﬁar@ through health centers and hospitals tied to them on a prepaid

asis.

This model I think can be greatly extended if it is assisted through
promotion by the Federal Government. I think the State comprehen-
sive planning activities will help to make visible this kind of approach
to the problems of medical care for the aged and the young.

Mr. Oriow. I take it you were encouraged last year when Con
passed legislation to give assistance for construction of group health
practice facilities. Do you see any other ways in which incentives could
be provided ¢

r. Roemer. I think that was an important first step. In addition
to aid in construction, assistance in the organization of group practice
would be valuable, through provision of consultation services and even
loans to provide for organization of medical staffs.

For example, the Kaiser-Permanente Health Plan was started by a
far-seeing industrialist who had to put hundreds of thousands of dol-
lars into the idea before the first patient was seen.

The Health Insurance Plan of Greater New York is doing a mag-
nificent job, and yet it required something like half a million dollars
or more just to get the plan started in 1947, before the first patient
saw the first doctor.

A lot of organizational efforts are needed along the way. This money
has been provided in the past by philanthropic foundations, by indus-
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trial people, and so on, but if it is to be done on a massive scale I think
it needs governmental assistance.

Dr. Janmes. Mr. Oriol, there is an important principle here that I
think is worth mentioning. When the Government gets involved in
medicare and medicaid, it tends to accent quantity of service of a
uniform quality instead of putting the premium on quality.

The net effect is that a physician will make more money if he sees
more patients. Another efiect is that with the deductible features of
medicare and medicaid, people are told to get good and sick before they
see the doctor, sick enough to spend $40 or $50 of your own money and
then we will pick up what is left.

Mr. Orror. Let me interrupt. I have a statement from a doctor at
Sinai Hospital® And he comments on that point. He says it
seems inconceivable that one could approach the problem of elderly
people who have much greater than normal health service needs and
considerably less than average incomes.

Then he cites barriers to their receipt of care. I refer of course to
the deductibles under part A and part B. Is that true?

Dr. James. That is quite true. The general principle is that would
it not be nice if the Federal Government could so administer its medi-
cal program so that the premium is put on high quality so that if a
group would organize a group practice with home care programs, com-
plete continuous care, family care, care for all stages of disease, it
could get a higher reimbursement rate.

Actually if a group is going to do this, its costs will rise and it loses
money, so the premium is put on getting the cheapest form of care and
seeing the most patients in the shortest period of time. This is the way
you can get the greatest reimbursement. If the Federal Government
would only make 1t profitable to give high quality comprehensive care,
this would lead groups to organize group practices. When they develop
those kinds of programs they will get better reimbursement.

This is the general plan behind the regional medical programs. If an
area wishes to develop a better program with higher quality care, they
can get more money. ‘

This principle 1s also back of the National Institutes of Health
research program. You can get premiums put on excellence, on quality.
Medicare and medicaid is just the opposite. Here the emphasis is put
on quantity.

TaHREE-DAY REQUIREMENT (QUESTIONED

Mr. Orior. I wanted to ask two questions of both of you on that
point. We had some discussion here yesterday on the requirements
under medicare that a person spend 3 days at a hospital before that
person can be assigned to an extended care facility. :

The question came up about whether the physician seeing a patient,
knowing that that patient really needed let’s say a month or two in an
extended care facility and did not really need that 8 days in the hos-
pital, that even though there it violates the principle that medicare is
really a health insurance program, couldn’t that physician sign a cer-
tificate in here saying that in his estimate that person should go to
the extended care?

10 See p. 278, app. 2. Letter from Dr. Frank F. Furstenberg, Medical Director.
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What is your reaction? Do you think that poses grave difficulties
for medicare?

Dr. Jamzs. I would be heartily in favor of such a principle. How-
ever, there is a point here that is worth mentioning. Many of the regula-
tions of that nature are aimed at preventing financial abuse of the
system because if an individual can be admitted directly to an extended
care facility, without first being seen in a hospital for a couple of days,
the implication is that perhaps he really is not sick enough to require
this expensive care.

I think what this means is we must have better supervision of the
medical care program.

Mr. Orior. Suppose a person were sent to the hospital for a compre-
hensive medical examination and then if that comprehensive examina-
tion so showed that person could then go to the extended care facility.

Dr. James. T would be in favor of sound methods of evaluating the
medical care of the patient rather than the counting up of the number
of days he has been in the hospital for eligibility.

Mr. OrioL. I think it was said by Dr. Roemer that most of our hos-
pitals are under 65 beds? '

Dr. Roeymer. Under 100 beds.

Mr. OrroL. Are these hospitals capable of giving the swift compre-
hensive check up we were just discussing? .

Dr. Roemer. I agree with Dr. James that this may be a difficult way
to get a diagnostic workup of the patient before he is admitted to the
extended care facility.

It is kind of an admission of the inadequacy of our out-of-hospital
services that the law requires in-patient admission for 8 days, which
can be a very wasteful matter.

Many of the smaller hospitals can do a proper workup, yes. I could
not give an exact percentage. Many of them could not give as good a
workup as an outpatient service in a larger hospital or asa good group-
practice clinic. I think the important consideration in medicare is to
require a diagnostic workup of the patient, with perhaps specified
standards being written in as a condition for nursing home admission.

Mr. OrioL. You think this would save a lot of money and serve the
individual better ? :

Dr. Roemer. It would serve the individual better and probably then
it would save money in the long run, yes. Some of the 3-day-hospital
admissions now are essentially abuses; the management of the patient
did not really require hospital admission.

Mr. Orror. Dr. James——

Mr. Mirier. Mr. Oriol, before you leave this point I would like to
direct a question or two to Dr. Roemer on this matter.

Do you have any lack of confidence in the ability of the individual
physician to certify a person for extended care? Is your position, as
might be inferred from your statement about the complicated workup,
suggesting that the individual physician is not competent to certify
a patient?

Dr. Roemzr. No, I think many individual physicians would be able
to do a proper diagnostic workup in a private office.

Mr. MLer. You say many physicians. Does this imply that the bulk
of them are not able to ¢
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Dr. Roemer. I would not give a percentage figure. There are many
individual physicians who simply don’t have the resources, the equip-
ment, the technicians, the X-ray machinery, et cetera, in a private
office to do this but——

Mr. MizLer. Excuse me. Do these men have the capacity to recom-
mend hospital care for a patient? Do they ? : '

Dr. Roemer. Yes.

Mr. Mirier. But they do not have the capacity and professional
ability to make such decisions with reference to long-term care? A
nonhospital institution ?

Dr. Roemer. I said they lacked the resources, the equipment, the
technical staff to do a proper diagnostic workup in a private office.

Mr. Mirier. Then you would say

Dr. Roemer. Some of them, that is.

Mr. MiiLer. What percentage of the physicians are incapable of
making a proper diagnosis of the patient, because this is the crux of
the point you are making it seems to me.

Dr. Jamzs. I think the problem is not quite that way. When a pa-
tient is admitted to a hospital, there are a lot of pressures to get him
out of the hospital.

First of all, costs are tremendous; second, there is pressure from
other physicians to get their patients in the hospital, so that the ten-
dency is to keep patients from overstaying their need in a hospital.
This is not quite true about the extended care.

Mr. Mrrrer. Thinking about the competence of the physician——

Dr. Jamzs. Once you are admitted to an extended care facility, you
can spend the rest of your life there, and the pressures are not as great
to get out of there. This problem may, therefore, be purely a matter
of fiscal controls to keep extra money from being spent and not a
problem relating to the competence of the doctor.

Mr. Mirrer. That relates to another question as to whether this is
the purpose. My understanding of HEW’s interpretation of what ex-
tended care means is an extension of hospital care presumably involv-
ing some degree of acute problem or serious medical situafion that
initially requires hospital care. As the Medicare Act is set up the pur-
pose of the extended care, as being interpreted in many quarters, is
to provide additional care. This is a possible argument for prior hos-
pitalization if this is what it is.

But I have been a little disturbed about the question of the com-
petence of the individual physician to determine the need of that pa-
tient for long-term care.

Dr. Roemer. I won'’t argue with HEW’s interpretation but it seems
more reasonable to think of extended care as something that does not
necessarily stem from a hospital but from the need for extended care
service to the patient.

Now the initial illness may have occurred while the patient is at
home, and if a proper diagnosis and decision on therapy can be made
while he is living at his own home and is served by a private physician,
% be_‘,}_ieve he should be permitted to enter directly into an extended care

acility.

The resources of private physicians for that proper workup varies.
I cannot give a percentage figure. I have visited many private phy-
sician’s offices where I would say a proper workup could not be done.
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There are others where probably a very good job could be done. In
general, we have seen this great development of hospital outpatient
departments, with all the technicians and equipment and auxiliary per-
sonnel and so on, simply because the complexities of science are such
that it is beyond the financial capacity and the organizational capacity
of single individual physicians to provide for these resources.

In general I believe a better workup can be done in any case through
a group practice clinic or

r. Orior. Simply because of the amount of equipment and number
of specialists on hand, is that it ?

Dr. RoemEer. Yes.

Mr. Orror. Mr. Miller, if you will yield for a minute, Senator Moss
has been invited to an special attention to some of the questions that
might arise at this hearing that relate to long-term care. Mr. Frantz
is here representing him. I wonder if you have any questions at this
point.

Mr. Frantz. Yes, I havea couple of questions.

I would like to refer to a comment in Dr. James’ statement describ-
ing the Beth Israel program. You say at one point that there will be
“linkage for medical supervision with nursing homes.”

Do you refer to medical supervision of the nursing home program
or the individual patient? In other words, sir, does this bring medical
surveillance to the nursing home itself ¢

HosprraL—EXTENDED CARE FAcCILITIES

Dr. James. The hospitals are being urged to develop extended care
of nursing home type facilities. There are also a number of proprietary
nursing homes which have been working out agreements with general
hospitals so that the medical care in these institutions will be under the
supervision of the teaching hospital and the patients will go from the
hospital to the nursing home, and if they need rehospitalization they
will come back to the hospital.

So, by tying in the ambulatory program, the inhospital program,
the nursing home program, and the home care program, you are able to
embrace the entire scope of medical care.

Mr. Frantz. Would you say that what is being done here represents
a modeil?at all as to what should be done with nursing supervision in
general ?

Dr. James. Very definitely yes. There is a move in many States to
get voluntary hospitals to go into the nursing home business and en-
courage them to do this, because in so doing they can literally extend
their medical care program over a wider area.

Where there are now proprietary nursing homes, they are being
urged to team up with teaching hospital institutions to provide this
service. Much more of this should be done. The individual patient and
his needs should be paramount, not the given facility in which he may
be located.

Ideally, these should all be tied together—same physicians, same
general concern over the patient and his needs instead of having a
}vh(_)ll.e new look every time you send him to a new doctor or a new

acility.
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Mr. FranTz. Well, in the pattern of delivery of health services in
the future as you visualize it, or perhaps visualizing it as it should be,
what is your view of the future of the free standing proprietary
nursing home ?

Does it have a role in this pattern ¢

Dr. James. I would say that in the view of the future the status of a
free standing anything is in question. All of these units should be tied
in together, focusing around the patient and his needs, and not lettin
the patient filter his way through a large number of different types o
services and facilities to try to select what he thinks he needs.

Demand is not the answer to medical care if we are to meet the
problems of disease before disease occurs, the risk factors, the early
problems of detection.

We must motivate people to go for medical care as a routine when
they feel well and then find out the risk factors they should modify,
detect the diseases which are detectable, treat them for clinical diseases
.that occur and start them on necessary rehabilitation programs
through the home, the hospital, and the nursing home.

Mr. FraNTz. Just one more question.

In view of that do you think that we have a shortage of nursing
homes in this country? Every day we hear that we need many more
nursinl% homes and-we are urged to have programs to build them, and
so on. Do we need more nursing homes ¢

Dr. James. Let me try to answer your question by approaching it a
little differently. We have a tremendous number of people who need
extended care facilities.

If many of their conditions had been approached at an earlier stage,
they would not now be in the position they are.

If we had imaginative home care programs and excellent ambulatory
programs, we would need much less in the way of institutions. With
the aged population in New York City growing at an alarming rate,
we cannot build institutions fast enough ; we have neither the time nor
the money to build them to meet this type of problem.

ALTERNATES NEEDED

We have got to come up with alternates, and the alternates are
- effective. We do need more home care facilities; I would hope they
would be closer to the hospital instead of the free standing nursing
homes. We also need much more in the other way of services to replace
institutional care, better home care programs and better ambulatory
programs,

The old man T described for you would certainly have ended up in
a nursing home and his wife in a nursing home and we might spend
$20 a day caring for them, where in their own apartment it would
cost $2 or $3. Here they get better service, are much healthier, have
more dignity, and are far more self sufficient. '

It is cheaper, it is better, and it is more socially desired.
. Mr. OrroL. Dr. James, on home health care I was startled by the lim-
ited number you described. What are the big obstacles and don’t we
need more of that for medicare?

Dr. James. Well, this particular man described for you lives in the
Queensbridge housing project in New York City, which is a public
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housing project of about 10,000 or 12,000 people. There are about 1,500
aged people in this housing project. Since it was a public project, the
- hospital working with the city housing authority opened this clinic.

The city housing authority was delighted with 1t, and so as a matter
.of fact was Secretary Weaver when he visited it. The Public Housing
Authority has asked that every time it puts up a public housing project
it demands—not wants but demands—that there be such a clinic in it.

So, 2 demonstration is beginning to take root and other such clinics
are being developed. All new housing projects are going to make actual
physical provision for such a clinic.

Mr. OrioL. How are private housing developments doing ?

Dr. James. We are going to develop our own program in our own
institutions. Satellite family practice units will be provided so that
not only will we have them in our hospital but we will scatter them
throughout east Harlem and central Harlem. We will have these
clinics for the people in that area.

A group practice with several centers is a similar type approach.
Individual physicians can team up and form groups to do this. There
are innumerable ways to develop the supporting services.

Our medical center is talking now about teaming up with the health
insurance plan, which is a group practice, and working out something
with them.

There are all kinds of developments in this field which should be
furthered.

Mr. Orror. I would like to note for the record that we have another
New York Times article here. At the same time that Dr. Rouse was
givin%nhis viewpoint a Dr. Kerr White, professor of medical care
at Johns Hopkins University, was testifying before the House com-
mittee warning that we might be on a path toward chaos in monolithic
national health service unless we make changes in basic organization
of our services. :

I would like without objection to put this into the record and ask
in writing for further discussion from our two witnesses.

(The document. referred to follows—statement resumes on p. 102.)

[From the New York Times, Friday, June 23, 1867]

U.S. HEALTH CARE TERMED CHAOTIC—DO0CTOR WARNS THE HoOUSE 0F MONOLITHIC
SERVICE PERIL

(By Harold M. Schmeck, Jr.)

WASHINGTON, June 22—Health care in the United States might be on a path
toward chaos and the eventual emergence of a monolithic national health service,
a specialist told a House committee hearing today.

Dr. Kerr L, White, professor of medical care and hospitals at Johns Hopkins
University, Baltimore, said changes were inevitable in the organization of medical
care, but that the real question was the direction of change.

Dr. White said public dissatisfaction was mounting with deficiencies in the
present system.

One possible outcome is a series of major breakdowns, chaos and, ultimately,
the emergence of a vast national system, said Dr. White.

Such a system would be deplorable, he warned, because it would have a built-in
rigidity, would hamper all change and improvement.

The preferable alternative, he said, is to encourage innovation, experimentation
and evaluation of present health care methods. This requires research, but such
research is seriously lacking, the doctor noted.

He testified before the House Committee on Interstate and Foreign Commerce,
which is considering a law that would encourage health care research.
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“In 1967, the total annual expenditures or costs, depending on your point of
view, of the health services industry, will be about $45-billion,” he said, “less
than one-tenth of 1 per cent will be spent on examining the effectiveness and
efficiency with which these vast resources are being used in the interests of the
patients and potential customers.”

To illustrate the kind of research he had in mind and its potential importance,
Dr. White cited several studies.

One study, made several years ago in Britain, compared patient fatality rates
in hospitals associated with medical schools or other teaching programs and non-
teaching hospitals.

Comparison, disease by disease, showed twice as many deaths per 100 hospital
admissions in the nonteaching hospitals.

Another study—by scientists at Yale about three years ago—showed that 20
per cent of patients admitted consecutively to one general hospital had bad reac-
tions from drugs, diagnostic or other exploratory procedures. About 7 percent of
the patients suffering the reactions died from them.

This kind of study should be repeated at many hospitals, Dr, White said, to
see if it is a general experience.

Still another study, by a research team in Chicago, showed that moving an
elderly person unexpectedly from one nursing home to another raised the death
rate to twice what it would have been had the shift not been made.

In another British study, 19 general practioners in Wales kept notes on the
drugs they prescribed during a two-month period. When making a prescription
each doctor noted whether he thought the drug was definitely or probably
effective for the disease in question or whether it was just possibly useful, or
given primarily for its good psychological effect on the patient.

The study showed that only one-third of all the drugs were given because the
doctors thought they would definitely, or probably, be useful.

All drugs carry some risk, Dr. White said. The moral of the story in this study,
he said, is that doctors often give drugs where there is no clear need for them.

(Subsequent to the hearing, Senator Smathers wrote to Dr. White
for additional views. The reply follows:)

THR JoENS HOPKINS UNIVERSITY,
ScHOOL oF HYGIENE AND PUBLIC HEALTH,
Baltimore, Md., July 17, 1967.
Hon. GEORGE A, SMATHERS,
Chairman, Subcommittee on Health of the Elderly,
U.S. Senate,
Washington, D.C.

DEARr SENATOR SMATHERS : Thank you for your letter of July 7, I fully endorse
tshe statements by Dr. George James, Professor Milton Roemer, and Dr. George

ilver.

I enclose a copy of my testimony given before the House Committee on Inter-
state and Foreign Commerce as you requested.

In closing, I would urge your Committee to look with favor on any and all
efforts which would encourage innovation, experimentation, and evaluation of
our health services and our medical care delivery systems. In addition, I would
encourage any efforts towards the systematization of health services into co-
ordinated arrangements for delivering a full spectrum of services.

I hope these comments will be helpful. If I can be of any further assistance,
please let me know.

Yours sincerely,
KEeRR L, WHITE, M.D., Professor.

[Enclosures.]

STATEMENT OF KERR L. WHITE, M.D,, PROFESSOR OF MEDICAL CARE
AND HOSPITALS, THE JOHNS HOPKINS UNIVERSITY

Mr. Chairman, Members of the Committee, I welcome this opportunity to
appear before you in support of HR 6418, and in particular of Section 304, per-
taining to “Research and Development Relating to Health Facilities and
Services”.
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In addition to practicing intempal medicine for a number of years, I have had
a long-standing interest and commitment to health services research. More
recently I have been responsible for a research and training program in Health
Services Administration and Medical Care Research. For about eight years I
was a member of the Health Services Research Study Section of the Public
Health Service and for four years (1962-66) I was Chairman of that group.
Among our activities was the sponsorship of a two volume series of scholarly
papers on the present scientific state of Health Services Research both in this
country and abroad." The field is well-described in these papers. The needs and
opportunities are defined, the methods delineated and the unsolved problems
frankly presented. Clearly Health Services Research is a viable field; widely
recognized in the United States and other countries.

This morning, I do not intend to dwell on the absurd position of the health
services industry in the United States with respect to research and develop-
ment. In 1967 the total annual expenditures or costs, depending on your point
of view, of the health services industry, will be about 45 billion dollars. Less
than one tenth of one percent will be spent on exajmining the effectiveness and
efficiency with which these vast resources are being used in the interests of the
patients and potential consumers. I doubt if there is any otehr industry, or
even any other service syster approaching this magnitude, which spends such
a trivial part of its resources on research, development, and evaluation, The
Bill before you is a small effort-to remedy this imbalance. Although the economic
arguments may be persuasive from the viewpoints of improving the efficiency
with which health services are delivered, and of obtaining better value for the
funds expended, there are, I believe, more cogent reasons for supporting HR 6418.

The arrangements for delivering needed medical care in this country are, 1
believe, less than optimal, in the light of our organizational, technological and
scientific capabilities. Public dissatisfaction is mounting, and as some have
predicted, reduction of financial barriers to medical care can only compound
the organizational problems. The latter are infinitely more complex than the
financial problems. Changes in the organizational arrangements for providing
medical care are inevitable; the real question is the direction of change. One
possibility is that we shall experience a series of major breakdowns in our
health services system, and that, as a result, we will gradually move towards
a monolithic national health service. I personally would deplore this; not be-
cause I am so worried about how doctors are to be paid, but because it would
be so difficult to modify any vast national system. Built in rigidities would
inevitably make the rapid introduction of desirable change based on new knowl-
edge exceedingly difficult. The other alternative, and the one in keeping with
our traditions of pluraligm, diversity and healthy competition, is to positively
encourage innovation, experimentation and evaluation of present and future
arrangements for delivering scientific medicine through diverse health services
arrangements and systems. In order to develop and evaluate these new methods
of delivering medical care, I believe it is essential to encourage a tradition of
research-in health services which will emulate our accomplishments in bio-
medical or laboratory research. The present Bill is designed to encourage and
stimulate this tradition.

There is no one “best” method for delivering medical care. I doubt if there
ever will be or should be, in this country or elsewhere. Hopefully, there will
be a continuing improvement in the arrangements for delivering medical care
which is based on research and development. To undertake this work, we need
to encourage health departments, hopsitals, professional associations, private
entrepreneurs, voluntary agencies, group practices, universities, industries, re-
search institutes and others with the capability and competence to undertake
research in this field. My experience with the Health Services Research Study
Section and my university responsibilities have persuaded me that there is
rapidly growing interest in this field and, what is much more important, a sub-
stantial number of talented individuals who would like to undertake health
services research. In addition to physicians, dentists, nurses and other health
professionals, there are operations engineers, systems analysts, behavioral sci-
entists, economists and others prepared to apply the methods of epidemiology,
operations research, systems analysis and the social survey to the problems of

1 Mainland, D., Health Services Research, Milbank Memorial Fund Quarterly, 44 : Nos. 3
and 4, pt. 2, 1966,
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delivering optimal health services to all the people. Surely one percent of the
total expenditure of the health services industry would not be an excessive
amount to invest in this endeavor? This would amount to $450,000,000 annually.
The appropriations proposed to you, tor the next four years, do not approach
this sum.

Let me now give you some concrete examples of health services research that
have been completed. You are entitled to know what has been done, in addition
to hearing suggestions about what can, should or might be done if you approve
HR 6418.

One study has shown that the case/fatality rates, i.e. the number of patients
dying per 100 admitted to hospitals, for a number of common diagnoses, are
about twice as high in non-teaching hospitals as they are in teaching hospitals.

A second study found that about 209 of consecutive patients admitted to
a general hospital experienced an adverse reaction to a drug, treatment or
investigative procedure. About 7% of these patients died from these reactions.

A third study showed that age-specific mortality rates for aged persons moved
unexpectedly from one nursing home, to which they were accustomed, to an-
other home, were twice as great as they would have been had the transfers not
taken place.

A fourth study showed a direct and rather strong association between the
length of patients’ hospital stay for five common conditions, with the rate of
nursing turnover in the hospitals studied. The higher the labor turnover among
the nurses, the longer the patients stayed in the hospital.

In a fifth study of referral patterns to a university clinie, it was found that
for only 409 of the referrals was there evidence in the medical records of any
written communication from the referring physician which gave any medical
information, even so much as the referring physician’s diagnosis, or the area
in which he thought the patient’s problem lay.

In a sixth study, a group of general practitioners participated in an analysis
of their own prescribing habits. They found that only about one third of their
prescriptions were for drugs which they believed had a known specific or prob-
ably beneficial effect on the conditions for which they were being prescribed.

In a seventh study, samples of patients in two similar hospitals were studied
to ascertain the amount and kind of nursing care needed by the patients, It
was found in different parts of the country that for at least one third of the
patients, doctors and nurses differed substantially with respect to the kind of
nursing care needed by specific patients.

Finally, studies using identical methods in three different areas, each with dif-
ferent ratios of doctors, nurses and hospital beds available to the population,
showed that four out of five persons experiencing “great discomfort” in the
previous two weeks, from one or more of twelve common conditions, had not
consulted a doctor about them during that period.

These are all brief examples of health services research bearing on the effective-
ness of medical care and on the problems of organizing health services so that
contemporary scientific knowledge can be delivered promptly to the people who
need it and can benefit from it. Much of our biomedical research will be of little
avail until we can make useful preventive, therapeutic and rehabilitative knowl-
edge generated in the laboratory accessible to all the people. In essence, health
services research is designed to reduce the gap between medical science and medi-
cal service. :

To summarize, I have advanced three reasons why I believe we should rapidly
increase our national effort in health services research. There is first the “eco-
nomic” argument. Our arrangements for delivering health services should be
more efficient. The experience of other industries and service systems suggests
that to spend 45 billion dollars a year without spending at least 19 on research,
development, and evaluation may be wasteful.

There is the “organizational” argument. If we are to avoid chaos, if not col-
lapse, in our present health services system, and if we are to move from what
one observer has called a “cottage industry” to diverse responsible systems for
delivering medical care, we should encourage innovation, experimentation, eval-
uation and healthy competition. To accomplish this we need to develop a tradition
of competence and excellence in health services research which is the equal of
our record in biomedical research.

Thirdly, and I believe most importantly, there is the “humanitarian” argument.
It is through health services research that we can make health services them-
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selves more effective. It is through prompt delivery of useful scientific knowledge
that we have the greatest expectation of helping people at the earliest stages in
the natural history of disease. Where we cannot cure disease, we can at least di-
minish disability and alleviate discomfort. That is what medical care is all about.

Thank you for allowing me to testify on behalf of HR 6418; I urge you to take
favorable action.

Mr. Miier. Mr. Oriol, taking a slightly different track on your
question regarding home health services I have a question.

In your statement, Dr. James, on page 7 you make the observation
that the Public Health Service showed approximately 70 medically
directed home health care programs. Information available on the
medicare program would indicate that a vastly larger number of home
health care programs have been certified.

I would be interested if you have any comment on this.

Dr. James. Yes. The Public Health Service report was only con-
cerned with those home care programs which are medically directed.
Every visiting nurse service in the country has home care services and
there are others in county health departments that have been certified
for home care to medicaid patients. A medically directed home care
service means that there are physicians and physicians’ services avail-
able to go to the home under medical direction.

This 1s an integrated complete home care program.

Mr. Orror. Mr. Norman do you have a question ¢

Mr. NormaN. Yes.

Dr. James and Dr. Roemer, both of you have discussed the desir-
ability of group medical practice and Federal action to stimulate more
group medical practice.

Is your recommendation of this type of delivery of health services
based upon the economy of this method of providing health services or
on the quality of services that can be provided or some other reason
supporting group medical practice?

Grour PracTicE ADvaNCEs

Dr. RoemEer. The evidence is that both of those achievements are
possible.

Mr. Norman. You can provide better medical service at less cost by
group practice? ' ,

Dr. Roemer. Yes. It so happens that the President’s Advisory Com-
mission on Health Manpower made a contract with my university to
undertake a study of this nationally with respect to the very question
you ask, the effects of group practice on quality and on economy. :

The best evidence we could gather based on studies made over the
last 30 years suggests that the teamwork idea found in group practice
reduces the costs per unit of service and increases the quality of care
in general. : _

Now, to back this up with facts and figures would take a long time,
but this was our basic finding.

Mr. Orior. Dr. Roemer, you have been working on a study of just
this, have you?

Dr. RoEmMER. Yes.

Mr. OrioL. Will the findings or excerpts be available for our record ?

Dr. Roemer. This is now in the hands of the National Commission
on Health Manpower.
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I trust the report—we submitted a report of several hundred pages—
will be made public.

Dr. James. I would like to comment on this matter of cost because
it is a very difficult item to play with. If you wait until people come
for medical care, and if you make medical care difficult enough for
them to receive as it was difficult for the old man that I described, then
costs are low. On the other hand, if you invite people in routinely for
medical care, even if they are not feeling sick and you uncover a large
number of conditions and give the proper care for them, the costs may
well go up.

If you look at costs in a “cross section right-here-now concept”
this is true. But if you look in terms of the tremendous cost of putting
the old man and his wife in a nursing home for 5 or 10 years and the
tremendous cost of repeated hospitalizations, if you look at the prob-
lem over a long term, you get a different idea.

So one cannot be too quick about assessing the cost. If in New York
City I test 100,000 adults, I will find a thousand with diabetes, and the
cost of treating those 1,000 heretofore unknown cases of diabetes is
appreciable.

1f T had waited until they got sick enough to go to a doctor for symp-
toms, then I would have saved the money in between, but what about
the huge amounts of money it is going to cost from now on?

Mr. Norman. Is it going to cost much more money in the long run?

Dr. James. I believe so, although enough careful studies have not
been done. The advantage of picking up diseases early is incontrovert-
ible. If you want to say we cannot as a nation afford to be healthy, this
is a strong statement.

Mr. NormaN. Pursuing a little further this line of questioning about
group medical practice, one of our subcommittees of this committee,
our Subcommittee on Employment and Retirement Incomes, has rec-
ommended very strongly that professional service corporations be rec-
(égnized by the Treasury Department and that the Internal Revenue

ode be amended to clarify the right of doctors to incorporate and to
receive the tax advantages of incorporation.

Do you think this might be an appropriate means of stimulating
group medical practice? That is to say by statute that if they will group
themselves together in an approved fashion, that they can organize
corporations and be recognized as such for tax purposes ¢

Dr. Roemzr. This is a very complex legal question on which I don’t
presume to be an expert. There are, however, a good many States that
prohibit the incorporation of doctors.

. Mr. Norman. I know but this would be only if the State permits
Incorporation.

Dr. Roemer. I was about to say that that prohibition has
actually——

. Mr. Norman. More and more States are permitting professionals to
mncorporate.

Dr. Roemer. Yes. The history of these prohibitions, I think, is a
case of a justification having existed some years ago that ceases to exist
now. There was an objection to a large corporation, such as a mining
company, hiring doctors and perhaps even profiteering on the doctor’s
work, and this was one of the reasons that the laws in many States
banned the corporate practice of medicine as it was called.
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Well, the situation has changed and when we think of incorporation
of a group practice clinic or, for example, the hiring of doctors by a
hospital, pathologists or radiologists, thie has a totally different mean-
ing in the context of the corporation law.

So I would tend to think that any Federal law which would permit
incorporation of medical practice with appropriate controls would
probably promote group practice organization.

Mr. Norman. Just one followup question. Then you would say that
permitting doctors to incorporate for Federal tax purposes would
probably %urther this highly desirable objective of stimulating group
medical practice and that it would be an appropriate means of doing
sof

Dr. Roemer. I am not aware of all the detailed implications, but
my first reaction would be yes, that it would be helpful.

Mr. Norman. Do you have an opinion on that, Dr. James?

Dr. James. I am 1n favor of anything that would stimulate group
practices as long as it means we stimulate the ones we are proud of. I
am just not competent to judge the economics and legal aspects of the
solution you suggest.

Mr. Norman. Thank you very much, Gentlemen.

Mr. Orior. If I could interrupt we have a statement from Walter J.
McNerney, president of the Blue Cross Association. I don’t believe
there is a Blue Cross Association representative here.

His statement will be put into the record but it includes a section on
the need for organized medical practice, either a group practice plan
or, as this is, methods.

That will be inserted in the record and will send a copy to you for
whatever comment you make. .

(The statement referred to follows—testimony resumes on p. 107.)

STATEMENT OF WALTER J. McNERNEY, PRESIDENT, BLUE CROSS
’ ASSOCIATION

Mr. Chairman, it is a privilege to offer this testimony to the :‘Subcommitte on
Health of the Elderly of the Senate Special Committee on Aging, discussing the
delivery of health services to older Americans., Blue Cross has a strong and con-
tinuing interest in this subject, having writben over five million contracts for
senior citizens before the advent of Medicare, and now being so actively involved
as an intermediary under Medicare as well as a carrier for complementary
coverage.

In the capacity of intermediary and carrier, in regard to elderly persons, and,
in fact, to all age groups of the population, we have a strong interest in seeing
that health services are effectively rendered at a reasonable cost. Health care
costs are rising at a rate which is measurably greater than the increase in wages
and earnings. If this disparity were to continue at the present rate, the ability
of several groups in our population to afford care would be jeopardized. Those
elderly persons with relatively fixed incomes would have to be classified among
these groups.

Because ‘the health economy lacks a number of the checks and balances of a
free market, it lis necessary for all of us involved in the health field to formulate
incentives land develop sensitive controls which effectively allocate resources
into the most productive channels. Many important controls exist today, in the
form of self-imposed professional controls, fiscal or legal controls. Some of these
are wide-spread, others must become more wide-spread to be effective. Still
others are yet to be fashioned.

Two major challenges are: 1) To affect favorably the cost of health services
without jeopardy to quality, and 2) ito merge or adjust some of the various con-
trols so that they are mutually reinforcing rather than overlapping or
contradictory.
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The first suggests the need for added benchmarks on quality to assure the
public that as costs are affected, quality will remain high. The second suggests
that we need to have a more conscious relationship among standards and other
controls such as that, for example, between State agency certification of hospitals
under Medicare and accreditation by the Joint Commission on Accreditation of
Hogpitals.

THE EXPANDING ROLE OF HEALTH PREPAYMENT

In its early years, health prepayment focused to a great extent on making
medical services available to people who otherwise would not be able to purchase
them, and correspondingly making it possible for providers of care to render
service by insuring a stable financial basis. These objectives iare still valid. How-
ever, if there has been a major change in the role of health prepayment plans, it
is that they must increasingly accept a responsibility to participate in affecting
the way service is rendered. That is to say they must participate in the develop-
ment of visible instruments in the health care system which demonstrate to the
public that health care dollars are being effectively gpent. .

With this in mind those of us who are involved in health prepayment have
given and are continuing to give increasing attention to such programs as the
following :

(1) Participation in areawide planning. Most Blue Cross Plans participate
in this important community-wide activity. A few Blue Cross Plans have
experimented with relating participating status of institutions to their status
in an areawide plan.

(2) Accreditation and licensure. Among some Blue Cross Plans reference
is made to these as a condition for full participating status as a Blue Cross
member hospital. In nursing home coverage Plans are considering voluntary
accreditation and Medicare certification as important criteria.

' (8) Utilization review. Inside and outside Medicare there is growing
insistence on the need for the hospital to monitor its use from an economic
as well as a clinical point of view and a growing determination by Plans
to provide data and other assists to make this possible.

(4) Claims administration. The claims review process provides infor-
mation that makes it possible to develop parameters of use to select cases
falling outside these parameters for discussion with physicians and other
providers of care.

(5) Reimbursement. Ways are being sought to make the payment in
itself an incentive for more efficient care. This can come about through
spirited negotiations on the cost formula or built-in incentives of an eco-
nomic nature. Let me say here that I feel that such devices as deductibles
and co-payment, intended to serve as consumer-related incentives for ap-
propriate use of services, have very little application in the payment of
health care expenses. They are particularly inappropriate among the elderly,
where their potential effectiveness in deterring overuse is overweighed by
their potential promotion of underuse. These are devices which should be
reserved in prepayment for the small repetitive expenses where the cost
of administration could otherwise become excessive.

(6) Breadth of benefits. Yearly, the range of benefits available to all
segments of the population is growing significantly. This growth increas-
ingly serves to protect individuals, among them elderly persons, against
financial hazards of illness. Also, broader benefit patterns that include
coverage for services outside the hospital take the pressure off the physician
to concern himself with his patient’s personal financial situation before
prescribing desirable although expensive services. Therefore, such patterns
act as an encouragement to early diagnosis and treatment at the same time
providing alternatives and other reasonable approaches to post acute care.

Here, I should like to take special note of drugs. They are a considerable ex-
pense to the average older pension. Fortunately, they are now beginning to be
covered under Title XIX programs where such exist. What is needed immediately
is more activity in the drug benefit area in the private sector. Here again, how-
ever, we must face up to the problem of control. What about the pros and cons of
generic vs., brand name drugs? Can exploitations of various kinds be dealt
with effectively? There are many hard decisions to be made. Most importantly,
however, we should make the benefits available, and then address ourselves on
a continuing basis to the issue of professional, fiscal or legal controls in the
public interest.
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ORGANIZATION OF HEALTH SERVICES

‘While it is important that prepayment agencies continue to pursue these ob-
jectives and to enlarge their role, other areas must also be taken into con-
sideration. There remain some problems outside the scope of what I have
discussed thus far that need the attention of our health statesmen and our
legislative bodies. Too many health care facilities dealing with chronic illness
are anachronistic and geographically remote. There is a significant need to
update the capacities of nursing homes, certain chronic disease hospitals and
rehabilitation institutes, and to relate them more effectively to the general hos-
pital and the balance of the health community. Whereas the purchasing power
of private prepayment and government programs is reaching out in these di-
rections, special appropriations are needed to stimulate the proper capital growth
of the structures required. The total result is important on a community-wide
basis. If we are to achieve the proper relationship of private practice to hospitals,
to health departments, to post-acute care, etc., there must be in each State an
overall planning mechanism concerned with program and facilities. Thus the
sensitive implementation of PL 83-749, with proper roles and representation
for community health services and organizations, becomes important.

A major need is for prepayment agencies among others to evaluate various
organizational forms of rendering health services. At the present time, there
exists a wide band of practices in the provision of personal health services.
For example, one finds physicians practicing in a solo capacity ; others in solo
practice but sharing joint office facilities; still others sharing income as well as
office facilities; some groups constituting a hospital staff such as at Henry Ford
Hospital in Detroit; and others in groups some of which are related and others
not directly related to a hospital.

Further, one finds a wide range of payment mechanisms employed in paying
for physicians’ services. Some of the various patterns mentioned above receive
payments on a traditional fee for service basis. Some are paid through a pre-
payment mechanism tied directly to the group of physicians and their services
such as HIP in New York, and some represent combinations or variations of
each.

‘There are those who feel that a comprehensive prepaid group practice pat-
tern is highly productive and effective. Others feel that more informal organi-
zation and more traditional methods of financing are desirable. In all probability,
some practitioners will always prefer one type of practice to another. Some may
be better suited to one type of organization than to another. However, in a decade
when the need for productivity is so compelling, it is extremely desirable to
weigh the advantages and disadvantages of various prototypes. What are,
in fact, the use, cost and professional strengths and weaknesses of various
organizational patterns of medical practice? If there are quantitative or qualita-
tive advantages to any given form, the public has a right to know about it. I have
called previously for objective studies of the situation by leading associations
such as the American Medical Association and the American Hospital Association.
I call for them again. Further, I think any laws which artificially prohibit as-
sociated practice on the part of physicians, wherever it may be along the scale,
should be struck down unless they can be directly related to either moral or
ethical considerations inimicable to the best interests of the public.

At the moment, we are in a position where the whole topic of associated action
by physicians is overcharged emotionally. This bears in turn upon a lack of de-
finitive information. With costs and delivery of health services now a matter
of major public policy, such information is essential if we are to avoid precipi-

tous actions or pursuit of avenues which could lead to underfinancing or under-

care.
PROGRAMS FOR THE ELDERLY

Specifically in regard to the elderly, I feel that Medicare is performing a great
service. Title XIX programs, as they develop, stand to add considerably more
assistance. With complementary coverage in the private sector for those with
adequate purchasing power, the capacity of Titles XVIII and XIX, properly
administered and implemented, can solve most of the major financing problems
of older persons. We must change Public Law 89-97 on the basis of experience.
I have testified elsewhere regarding the need to simplify the benefit structure
under Title XVIII and various administrative considerations under Title XIX,
and I feel these changes will take place—if not this year, next. Many carriers
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are offering highly useful benefits on a complementary basis and the enrollment
has been impressive. For example, under Blue Cross, we have already enrolled
almost 909 of the number of senior citizens that were enrolled before Medicare
began. However, we see again some grandiose claims made by a minority of
carriers regarding benefits which are not as substantive at the time of illness
as one may have believed. ’ :

Finally, I think that we find the elderly in a better situation than before July 1,
1966. In fact, encouragingly so. We need, however, to push forward along the
lines I described if we are to avoid losing the gains made for them as well as
for the rest of the population.

Mr. MmLier. I have one question of Dr. Roemer related to this ques-
tion of group practice and the need for Federal subsidy through grants
for the establishment of group practices.

Is there any evidence of serlous inability of physicians who desire
to enter togetier in a group practice to obtain loans and financing?

Dr. Roemer. There is evidence of an extremely slow growth of
multispecialty group practice. I have seen data from the American
Medical Association which give the latest counts on group practices
organized throughout the country, since the last previous national
survey which wasin 1959.

The trend of the last 8 years has been one in which a great many
partnership groups of doctors in the same specialty have been
formed—for example, three or four radiologists coming together or
two or three obstetricians coming together. This has occurred at an
impressive rate.

This is convenient for the doctor, but it makes little advantage for
the patient. The multispecialty groups have hardly grown at all, as
a rate, over the last 8 years and this would suggest that some assistance
might accelerate the growth of multispecialty groups.

Mr. MiLLer. My question, however, is directed to the need for such
assistance taking the form of loans or grants to the physicians. It
would appear to me that a group of physicians would be regarded by
most lending institutions and other private sources of money as a
preferred risk.

Dr. Roemer. Yes; I think that is true. I did not say the loans or
grants should go to the physicians. I said they should go to assist in
the organization of group practice and prepayment.

Mr. Mirrer. The combination ?

Dr. Roemer. The combination, I think, is most important, but even
perhaps group practice alone could be facilitated by the availability
of an administrative person to help in working out the very thorny
details of bringing together a group of specialists under one roof.
There are problems of professional relationships, of real estate, equip-
ment, and so on. This has become almost a technical specialty, the
task of administering and organizing a group practice organization.

Mr. MmLrer. With relation to the prepayment aspect I would gather
your point might be a little different from that of Mr. McNerney in
view of Mr. McNerney’s role for the Blue Cross and Blue Shield type
of prepayment approach.

r. RoEmer. f]imve not seen the statement but I believe the com-
bination of prepayment with group practice provides still greater
advantages than group practice alone.

Dr. James. Actually, these groups work in some areas, with Blue

‘Cross, the health planin New York. Kaiser, of course, has its own hos-

pital program.
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You see, prepayment is extremely important for many things I
have tried to say because it permits people to come for care gefore they
have serious symptoms. It is a treatment program for the total in-
dividual at all times and encourages his coming for the so-called
preventive type services.

Mr. Miueer. Would it not then perhaps be more proper to voice
the recommendations as a recommendation for subsidized loans or
grants to group practice prepayment plans?

Dr. Jamzs. It would ge a higher priority. Perhaps group practice
without prepayment might be an interesting evolutionary step along
the way. )

Mr. Orror. We now have about seven cities or eight cities that again
have group practice, isn’t that then about the total?

Dr. James. Very few.

Dr. Roemer. I recall a situation in a county of West Virginia some
20 years ago where a group of physicians attempted to organize a

_private group practice. This was not with prepayment, simply a group

pragctice.

The difficulties were tremendous. There was objection by the other
ghysicians in the communitiy. There were difficulties in acquiring a

uilding. There were difficulties in recruiting physicians, and so on.

The mere tasks of organizing this group practice, which, after some
years, did take shape, could have been aided by the services of a
person who could work on these Igroblems. Physicians are busy. The,
don’t have the time and they don’t know many of the details of busi-
ness management. It is this kind of service that I think can be of
assistance.

Mr. Mmuier. What was the focal point of the organization of this
particular group ¢

Dr. Roemer. A surgeon and a pediatrician and a few others who.
wanted to get together to organize a clinic. I recall a similar develop-
ment in my hometown in New Jersey.

Pueric INTEREST IN GROUP PRrACTICE

There are simply technical problems along the way. If we regard
the rendering of medical care as something with great public interest,
something that affects the welfare of people, I think it quite reasonable
to invest public money in improving quality through group practice,
just as we invest in Improving medical education or improving the
quality of hospitals.

Mr. MmLer. The inability to get a building and similar technical
difficulties, however, does not relate to their inability to have obtained
money, if the other problems are resolved. This, I think, is essential
to the question I am directing.

Dr. RoeMzER. You may be right. It is not just a question of money ;
it is a question of technical expertise. I would not want to imply, how-
ever, that the nonprepaid group practice is as important as the prepaid
type.

It seems to me that prepaid group practice has numerous additional
advantages, and that certainly requires organizational assistance.

Mr. OrroL. With two such knowledgeable witnesses it is tempting
to keep up the questioning. I am looking at the clock. We now have an
hour and a half before we must cut short this hearing.
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I would like to note for the record that several written questions
will be submitted to the two witnesses. For example, Dr. James, you
mentioned the growing numbers of older people in the central city area.

Father Cervantes has in his testimony a reference to the central city
burden. The question that we will put to both of you is, how can we
get the kind of special attention that such areas require?

Another question, perhaps I can get a word of comment from Dr.
Roemer now, you refer to a vast jungle of medical care plans and
agencies. Now this was when you were talking about the kind of
organization you see for the future.

I take it that you don’t mean that we scrap existing private agencies.
I am impressed with the Project Well-Being in Detroit and how a
private agency with Federal help and assistance from all over the
community organized an effort.'? '

Dr. Roemer. Yes, I think it is a task of articulation among the
agencies. We have roughly 100,000 voluntary health agencies in the
I%njbed States, according to Dr. Hamlin’s study a few years ago from
the Harvard School of Public Health. There is great duplication
among them; there is extravagant use of administrative funds, and
SO on.

In the health insurance field there are well over 1,000 separate
organizations. If the energies and dedication of these people could be
mobilized and coordinated, I think we would get a much better prod-
uct for our dollar.

Mr. Orior. Another question which will be asked is whether medi-
care and medicaid are encouraging or perhaps putting obstacles in the
path of the reorganization you would like to see.

Dr. RoemEer. 1t seems to me that the design of the medicare legis-
lation is rather effective at this stage in building its program into the
existing structure; that is, the existing insurance programs, especially
Blue Cross and Blue Shield, have been incorporated into the operation
of the system so that their skills have not been lost, but have been
mobilized.

The provision of financial support for hospitals and extended care
facilities and home health agencies has certainly been a boost to their
availability and the improvement of their quality.

Dr. James. 1 believe very strongly that where Government funds
are used to support medical care, the Government has a responsibility
to insure that these funds will be used to improve the quality of that
care.

Mr. Orior. Again, I would like to thank you.

Dr. Roemer I would like to mention that Senator Williams of New
Jersey hoped to be here to say “hello” to an old constituent. He is
on his way and will be here shortly.

Thank you again for your testimony.

I would like now to call Father Lucius F. Cervantes, S.J., Ph. D.,
professor of sociology, St. Louis (Mo.) University, and assistant to .
the mayor of St. Louis.

I would like to note for the record that we have a letter here from
the mayor of St. Louis and it will be put into the record at this point.

(The letter follows:)

12 See pp. 135-138 for additional discussion.
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OFFICE OF THE MAYOR,
Crty oF SaINT Louls, Mo,
June 13, 1967.
Hon. GEORGE A. SMATHERS,
Chairman, Subcommittee on Health of the Elderly,
U.S. Senate,
Washington, D.C.

DeAR SENATOR SMATHERS: 1 welcome the opportunity to be of some assistance
in obtaining professional testimony for your Subcommittee on Health of the
Elderly, Senate Special Committee on Aging. I recognize your eminent endeavor
as one of the critical thrusts of the War on Poverty and as one of the firm bases
of the Great Society.

The Health Legislation of 1965 established through our democratic processes
that the opportunity for quality health services for every citizen of the United
States, irrespective of age or race or economic condition, as a matter of right
has become a matter of conscious social policy.

As the Mayor of one of our nation’s central cities, I was acutely aware that
older Americans were not obtaining the type of health service that our country’s
genius and prosperity should be able to afford. I am likewise very much aware
that despite the great advances made in the provision of quality health services
through Title XVIII and XIX of the Social Security Act, that our goals in this
area are by no means attained. There are persistent problems in obtaining ade-
quate health services for the disadvantaged who are increasingly concentrated
in the center cities of our metropolitan areas.

I am happy to have been able to cooperate with the Special Committee on
Aging’s staff director, Mr. William E. Oriol, in obtaining local resource persons
who would be knowledgeable in the field of your investigation. Our common goal
of assuring an equal opportunity for all citizens to obtain a high quality of
comprehensive health care has been a bridge of mutual interest and cooperation.

Sincerely yours,
A. J. CERVANTES, Mayor.

Mr. Orior. I also would like to note that Father Cervantes has with-
in just two and a half or fewer weeks given us a comprehensive and
very helpful collection of statements from knowledgeable people in
St. Louis and that, too, is here today.

Are you going to give excerpts from all of the statements?

STATEMENT OF REV. LUCIUS F. CERVANTES, S.J., PH. D., PROFES-
SOR OF SOCIOLOGY, ST. LOUIS (MO.) UNIVERSITY, AND ASSIST-
ANT TO THE MAYOR OF ST. LOUIS

Reverend Cervantes. I could, Mr. Oriol. I do have another state-
ment here, too, and it is from Dr. William Danforth, chancellor for
medical affairs at Washington University in St. Louis.

Let me say that I will be very brief. I know that your time is limited.

Mr. OrroL. Father, we have an hour and a half and we have one
more witness, so perhaps we could parcel out 45 minutes to each wit-
nes?1 and not cut 1t too short. You have a wealth of material to work
with.

Reverend Cervanrtes. I would summarize immediately a key point.
It is the question of the central city overburden. More specifically in
all of the literature that I have read on health problems, practically
nothing was stated about the selective concentration of the disadvan-
taged, including the elderly, in the central city and the selected decon-
centration of the affluent into the suburbs.

Mr. Orior. Father, may I interrupt at that point to tell you, you
were not here when Dr. James made this statement and I think it bears
on what you are saying here. New York City, with a fairly stable
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total population size, is aging by 20,000 persons a year, By 1970, we
expect to have 1 million persons over the age of 65, making New York’s
aged the sixth largest city in the United gtates, just the aged popula-
tion. I thought you would be interested in that point.

Reverend CervanTes. This is just half of my point, though. It seems
to me you have stated, Mr. Oriol, quite correctly and %uite pertinently
that we do have a growing escalating population of the aged.

However, this is just half of my point. My total point is that not only
are the aged concentrating in the central cities but the central cities
are incapable of supporting them. Central cities are not capable of
supplying even the basic services for their citizens. )

In the city of St. Louis, and I think it is rather representative of
the country, there are already 15 percent of the population over 65;
whereas, in St. Louis County, there are only 6 percent over 65. The
affluent county has less than half the percentage of elderly than do the
bankrupt central cities which are no longer capable of supporting the
growing masses of disadvantaged which are being concentrated there.

May I draw the attention of this subcommittee to the study of
TEMPO, General Electric Co.’s center for advanced studies, which
found that the Nation’s cities face the staggering revenue gap of $262
billion during the next 10 years. The study likewise points out that
without any Federal tax increase the Federal Government during the
next 10 years will have a revenue increase of one-third of a trillion
dollars, :

Within the next 10 years not only will 10 of the larger central cities
be predominantly Negro—and this dramatizes our problem by putting
into it the element of race—with the surrounding suburbs a white
noose of the affluent, but likewise the central cities are going to have a
revenue gap of $262 billion.

So when Senator Smathers comments to the group here, “I am go-
ing over and confer about the space program which has a yearly budget
of approximately $6 billion”; or when Mayor Cavanagh at the
U.S. Conference of Mayors mentioned that “in the 3-year period end-
ing next June, we will have spent 13 times more on the space program
than for all of the programs managed by HUD”; or you read that
without scarcely deEa,te or dissent a $70 billion defense budget is
readily passed but only with the greatest of difficulty is $12 million
provided in the model cities program for planning grants for the re-
juvenation of the central cities, we can readily see that there is an
intolerable priority lag in this country’s recognition of the crisis of
our central cities.

So what I am saying is this: that, even though $2 billion a month is
being spent on Vietnam and many people say that, “Well, after the
war is over we will try to get a great deal of that money into the cen-
tral cities,” still $2 billion a month would not take care of the grave
needs of the central cities of our metropolitan areas.

Ursan INCIDENCE OF ELDERLY

To try to state this more succinctly and more to the point of health
care for the elderly, in the city there is more than twice the incidence
of elderly than in the county. Furthermore, those elderly who are in
the suburbs or in the county are better able to take care of themselves
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financially, to obtain the health care needs that they have than the
growing number of elderly within the central city.

Since one out of three of those over 65 years of age in the United
States have an income of $1,000 or less, and since the impoverished
elderly are by central tendency gravitating toward the central cities
we come to our key question: “Has medicare under its present limita-
tions been advantageous or disadvantageous for the elderly poor
within the central city 2”

I would like to include in this testimony statements from various
knowledgeable individuals in St. Louis bearing upon this question. At
this time I would also like to make several comments upon these
statements.

On page 1 we have the testimony of Elmer M. Johnson, the associate
director of the Metropolitan St. Louis Hospital Planning Commission.
He is speaking of home health service agencies. His statement gives
rise to the following thought.

It costs about $50 per day for hospital care, $20 per day for nursing
home care, and $3 per day for home health care. U.S. citizens would not
be getting their money’s worth of health care for the elderly if they
are paying $50 per day for hospital care or $20 per day for nursing
home care for a person who could readily be taken care of for $3 per
day with home health service care.

But the disadvantaged and the city governments have to take advan-
tage of what is available to them. At present the home health care
services are not available to them through medicare. Consequently they
take the higher cost health services.

Mr. Johnson’s specific suggestion is to add home health services to the
present list of five health services that are available under the medicare
legislation.

INTERMEDIATE CARE NEEDED

‘We next come to a related topic developed by Dr. Bernard Friedman,
a medical director and superintendent of one of our St. Louis hospitals.
He is speaking of intermediate care. Many patients, he observes, do
not need the intensive care of a general hospital but require general
care greater than is available in a nursing home or in their home. For
these patients Dr. Friedman suggests intermediate care.

I would like to read part of his material that refers to the fact that
the type of care needed }i)y many elderly patients is not strictly medical
care but social care.

He states:

The problems that occur over and over again are social conditions that prevent
the transfer of the patient back to the home or apartment from which he came.
A third floor apartment of a patient who is short of breath because of emphy-
sema, a toilet in the basement of a patient who has already fallen once and
broken her hip going down stairs, a patient whose neighbor has in the past done
her shopping and looked in daily but is now moving to another location—these are
the kinds of problems that may actually make the difference between sending a
patient home or to a nursing home. There is no question in my mind but that there
are thousands of patients in nursing homes who have been transferred there not
because they need to be in a nursing home, but because of the social problems
involved in the patient living on the outside.

Two patients can reach the same levels of self-care with the same diagnosis.
One can be discharged to a family eager and waiting to have him back, another
cannot be discharged because the home circumstances are unfavorable.
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You will notice this theme of “social” rather than strictly “medical”
care is a frequent theme in the testimony from St. Louis. For 1nstance
it is elsewhere remarked that there are 13,000 individuals who are in
mental health institutions in Missouri. A great percentage of these
could be returned to their homes if the social conditions and care
were adequate.

The extension of home health services, home care, and such services as meals
on wheels would help tremendously in keeping the elderly, chronically ill patients
in their home. In working with these elderly people we find that an adequate
social service staff both in the hospital and for out-of-hospital care is indispensible.
At our intermediate care division all efforts are made to prevent permanent
institutionalization.

He concludes:

On the other hand, a significant number of patients that we still send to
domiciliary care institutions or nursing homes could be discharged home if
some of the social problems of home care could be solved.

I know that this committee and subcommittee are working on this
problem, but nevertheless it gives support to your overall emphasis
of the social needs of the elderly as far as health care is concerned.

The next paper is from Dr. Morris Alex. Dr. Morris Alex stresses
my previous thesis of the central city overburden in contradistinction
to the suburban underburden in relation to the provision of quality
health service for the elderly when he states—“in the city of St. Louis
in 1960, 12.3 percent of the total population was 65 and over. By 1970
it is estimated that it will reach 15.3 percent. By the same token, it is
estimated that in St. Louis County the percentage will be 6.4 percent.”

He goes on to develop the fact that in the State of Missouri more than
100,000 are on old-age assistance, that 13 percent of these elderly are
located in the city whereas only 2.7 were in the county. This observation
reverts to our same thesis of the completely different type of tax base
and of services available in the city and in the county.

The next paper is from St. Louis’ director of health and hospitals,
Dr. Herbert R. Domke. One of his insightful observations is a corollary
to our basis thesis that the central cities are bankrupt. I might point
out in passing that, in 1900, 51 percent of the total Government taxes in
the United States were collected by and accrued to the municipalities.
Today the municipalities’ share of all taxes is not 51 percent but less
than 15 percent.

OspstacLeEs To NEw PROGRAMS

Dr. Domke points out that because of their straightened financial
condition the central cities are no longer capable of independently initi-
ating new programs. They don’t have the money. They must follow
the Federal leads in order to get more adequate financing through the
Federal Government. They must forego their own initiative, and their
own creative programs to abandon themselves to Federal grants-
manship.

Let me just give you an idea of what our health and hospital system
isin St. Louis.

The following dramatized but adequately accurate account is taken
from one of our local papers from this present week :
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PATIENTS WAIT FOR HOURS FOR HOSPITAL TREATMENT
(By Jim Floyd, Globe-Democrat Staff Writer, June 20, 1967)

While two doctors struggled heroically with a massive case load at the City
Hospital emergency room Monday night, more than 100 sick and injured St.
Louisans waited long hours for treatment.

The case load at the emergency room for Monday up to 10 p.m. was 312. For
all day Sunday it had been 273. On previous days the total case load had been
252 and 254.

While the doctors handled emergency and police cases the rest of the people
waited . . . and waited.

HIt’s the heat that brings many out,” a hospital clerk much too cynical for her
years said.

But the emergency room is a producer of cynicism.

“They take the drunks and hoodlums first,” a woman supporting a badly
swollen ankle complained, “they don’t want to hold up the police.”

She said she had been waiting for 6 hours.

“I need the hospital,” one elderly woman said. “It’s terrible. It’s dirty. The
service is miserable. But it’s all I have.”

One woman brought her sick cousin into the hospital at 6:30 p.m. She was
still waiting at 10 p.m.

“I complained so much they finally took his temperature,” she said. “I don’t
know when they’ll get around to doing anything else for him.”

Another woman, Mrs. Evelyn Glenn, 1604 South 14th St., hadn’t been waiting
“too long.” She brought her daughter Alice into the hospital at 8:30 p.m. At
10 p.m., they were still waiting.

Alice had stuck something in her foot and it had become infected.

A member of the Chouteau-Ruskin Gateway Center Committee for Better
Municipal Services, Mrs. Glenn pointed around her to the people strapped to
stretchers, propped up on benches and sleeping in the waiting room.

“Something’s got to be done,” she said. “We’ve been talking to Mayor Cervantes
trying to get better hospitals and better emergency care. If more people could
see this maybe they’d start listening to us.”

It so happens that the city of St. Louis is already spending $25
million—one-fourth of its limited budget—on its health services. It
so happens that the administration and staff of this hospital system
are unusually competent and dedicated. But it is also true that St.
Louis as other cities should be spending far more to provide quality
health services to their disadvantaged and medically indigent citizens.
Municipal health services have deteriorated and this inadequacy of
service 1s characteristic of the total spectrum of city services for the
simple reason that the cities are all but bankrupt. We must bear in
mind that the cities during the coming decade will have a revenue gap
of $262 billion. The quality of city life in the United States will con-
tinue to deteriorate until Congress faces up to the fact that our cen-
tral cities are just as fine targets for $6 billion per year programs as
is the moon and that the slums of our major cities are in many cases
m a worse condition than were the cities of Europe when we estab-
lished the Marshall plan for their recovery.

Speaking of ravaged cities in need of a Marshall plan for the cities
of the United States let me give you the example of Cleveland. Not
so long ago the New York Times News Service (April 8, 1967) car-
ried the story of the “last firms leaving ghetto in Cleveland.” My
point 1s not that firms are leaving the ghettos in our central cities.
They have to. They can’t get insurance. But my point is that in Cleve-
land—a harbinger of what is yet to come to other central cities—the
Insurance companies are hesitating to supply insurance and_conse-
quently economic viability to any firm within the central city. Let me
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quote this report at length so that there will be no doubt in your mind
as to the radical seriousness of the crisis of the central cities:

Since last summer’s outbreaks segregation has increased and tensions are
building anew. The insurance industry sees unusual risks here. The Home Mutual
Insurance Co., of Binghamton, N.Y., wrote to its local agent that “‘quite frankly,
we are concerned at the racial situation in Cleveland and feel that quite probably
the next blowup will not be confined to any particular area,” it was learned.

The company’s agent, William E. Wilson, wrote to Mayor Ralph 8. Locher that
all insurance carriers were ‘‘extremely cautious about writing any type of in-
surance within city limits * * *.” (St. Louis Post-Dispatch, Apr. 9, 1967, p. 4 K.)

Does the economic community wish to seal off its central cities and
segregated ghettos to let them disintegrate in their own racial frus-
trated confusion ? This is already happening in the Houghs and Har-
lems and Watts and core cities throughout the country. There is a
central city crisis in the United States. :

But, you might ask, what does this have to do with quality medical
care? And the answer is that health services for the elderly is just one
small facet of the total urban social situation. A city is a social system
of interrelated dynamic components. Health care, employment, hous-
ing, transportation, tax structure, education—all are interrelated and
interdependent. If ghettos spread, housing disintegrates, crime be-
comes rampant, insurance companies withdraw coverage, industries
withdraw, hardcore unemployment and welfarism become a way of
life, and city administrations economically castrate and impotent,
there can be no question of quality health services or quality municipal
services of any type.

Mouwicrearn. Bupeers DraINED

But let me return to the paper of our highly competent director of
health and hospitals, Dr. Domﬁ)(e. Commenting upon the practical con-
sequences of the inaciequa,te budgets available to directors of municipal
health and hospital systems.

Since municipal health service budgets are so inadequate the direc-
tors must devote a dysfunctional amount of their time and energy
to “grantsmanship” in order to render their local health service sys-
tems eligible for Federal grants. This means that the interests and
commitments of the Federal Government in health services must be-
come the interests and commitments of the local directors of health
and hospitals. Dr. Domke points out that health service is a continuum
starting with preventive medicine, continuing through hospital
care of acute and chronic disease, and stretching through rehabili-
tative services. Traditionally the Federal Government has concentrated
on assisting local governments with the most expensive por-
tion of this continuum: the provision of the brick and mortar aspects
of hospitals. Local hospital and health directors have consequently had
to concentrate their limited resources in innovative efforts in hospital
buildings. Their creative energies have not been channeled into the
extremely important areas of preventative medicine, rehabilitation,
home care services, etc. Dr. Domke’s very substantial suggestion is
that some way must be elaborated to release the local and Federal
health interests to include the total spectrum of quality health services
rather than the truncated segment hitherto embraced.
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THE UNFINISHED AMERICAN REVOLUTION AND THE AMERICAN
ProposrTioN

In my formal presentation submitted before this informal and
spontaneous discussion before this subcommittee I made the point
that this subcommittee was engaged in finishing the unfinished Amer-
ican Revolution and in furthering the proof of the American proposi-
tion. The American Revolution is an unfinished revolution because it
set out to provide, implement, and operationalize the revolutionary idea
that all men are created equal, that they are endowed by their Creator
with certain unalienable rights and that among them are the right to
life, liberty, and the pursuit of happiness. Health and health care for
all and not just for the wealthy, the upper class, and the power struc-
ture is an obvious corollary of the American Revolution.

This subcommittee strives to implement one facet of the American
proposition. It was Abraham Lincoln who stated that our forefathers
dedicated this country to the proposition that all men are created
equal.

A proposition in philosophy is a statement that is to be proved; in
mathematics a proposition 1s an operation to be worked; in sociology,
a proposition is a hypothesis which is to be tested and you hope it
will be found to be a positive proposition, an approved proposition.

One of the reasons why it is a gratifying honor to testify before this
subcommittee is that you are continuing the work of the unfinished
American Revolution and you are striving to prove the American
proposition.

TrE CenTrAL City OVERBURDEN

We may summarize our materials on the impossibility under pres-
ent circumstances for the central cities to provide adequate services
for their disadvantaged citizens by the following statements:

A. The central cities have become the depot of the disadvan-
taged from farm and the South;

B. Middle-class population and industry have fled to the
suburbs;

C. During the next 10 years the cities will have a revenue gap
of $262 billion; and

D. At present one out of four of the children of the slum areas
need substantial medical assistance and are not recelving it; one
out of two of teenagers need substantial medical assistance and
are not receiving it; three out of four of those over 65 need sub-
stantial medical assistance and are not receiving it. These data
are educated guesses derived from various knowledgeable sources
and are not hard data.

Consensus oF Testimony From St. Louls

There is a consensus of opinion from those that T have canvassed
in St. Louis area that—
A. The Federal health legislation of the past 3 years has been
a té'emendous boon to the overall health needs of the central city ;
an
B. That there must be some modification of the coinsurance and
deductible principles lest the disadvantaged for whom the legisla-
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tion was primarily intended suffer rather than prosper from this
enlightened legislation.

RoLE oF THE FEDERAL (GOVERNMENT

In our formal testimony we finally addressed ourselves to the role
of the Federal Government in its dealings with the local governments.

The danger of Federal assistance is the danger of a Federal take-
over and the conse(ﬂlenb deadening of local initiative, interest, com-
mitment, and control. '

The first point that we made was in reference to the shibboleth “so-
cialized medicine.” This opprobrious term was used by the adversaries
of medicare and medicaid in their unsuccessful fight to obstruct the
passage of health service legislation. By “socialized medicine”, as in
England, is meant the ownership of the installations and the hiring of
the personnel. But medicare and medicaid own no hospitals and hire
no personnel for the practice of medicine. Whatever they are they are
not socialized medicine. They are forms of insurance and not forms
of medical practice.

We then went on to ask more specifically what the relationship of
local government and the Federal Government should be. Three years
ago on the occasion of his famous Great Society speech at Ann Arbor,
President Johnson used the term: “Creative federalism.” On seven
occasions since then he has had recourse to this term. More recently
the phrase “creative federalism” has been supplemented by the
phrase “balanced federalism.” These are pregnant phrases and bear
Investigation.

“Federalism” means complementarity between a limited central
power and other powers that are essentially independent of it. “Crea-
tive” federalism accents the theme that local initiative and creativity
will be held at a premium. In the long American dialog over states’
rights and the question of individual liberty versus Government
domination, it has been tacitly assumed that the total amount of power
is constant and, therefore, any increase in Federal power diminishes
the power of the States or participating agencies such as hospitals.

Creative federalism starts from the contrary belief that total
power—private and public, individual and organizational—is escalat-
Ing very rapidly. As the range of conscious choices widens, it is nec-
essary to recognize vast increases of Federal Government power that
do not encroach upon or diminish any other power. Simultaneously,
the power of States and local governments will increase; and the
power of individuals will increase.

The Federal administration is following the lead of modern busi-
ness. The Great Society is being built not on the models of central
determination of all solutions in Washington, but on the concept of
maximum feasible participation of all elements of society and of many
centers of decision. Today there is no premium placed upon obsequious-
ness and inertness at the local level.

On the contrary, only those programs and proposals are being
funded on a local level that manifest creativity, originality, initia-
tive, comprehensiveness, and a soundness never before demanded on a
local level. The old argument of Government intervention being one
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more instance of creeping socialism and womb-to-tomb welfarism is
losing its relevance.

: The new emphasis is upon “problem solving” and this is at a local
evel.

Let us take the case of medicare. When medicare was first debated
in the thirties and forties, the accent was upon what the young owed
to the unfortunate and what the Federal Government could do by
giving a single monolithic plan excogitated in Washington.

Today this emphasis has changed. Medicare and medicaid are put
forward as devices to deal with a problem with solutions derived from
local cooperative initiative, funding, and administration. So likewise
with the programs to improve education, rebuild the cities, clean up
rivers, beautify highways, reduce air pollution, decrease unemploy-
ment, minimize discrimination, and fight the great war on poverty.

We welcome the fact that the new role for Washington is not, that
of “big brother,” but “junior partner.” The “monolithic” is out and
“polycentric” is in. The old-fashioned business paradigm of the “cap-
tain of industry” and the industrial absolutist has yielded to the cor-
poration “team approach.”

There is a conscious, unceasing effort to insure that any given deci-
sion will be made at the most appropriate place—high or low, in Wash-
ington or out—and on the basis of the best information. Programs
and projects are not being funded and social blueprints are not being
approved unless there has been local initiative and, as much as possible,
local consensus.

So I think we can summarize what I have tried to state in three
points.

1. I am gratified to have been asked to testify before this subcom-
mittee since I feel that the provision of health services especially for
the aged and disadvantaged is of primary importance in the forward-
ing of the unfinished American revolution’s guarantee of life, liberty,
and the pursuit of happiness;

2. The central cities’ overburden must be recognized and com-
pensated ;

3. The Federal Government’s accent upon “creative” or “balanced”
federalism is appreciated, and should be promoted.

Mr. Orron. Father Cervantes, I would like to thank you for a mag-
nificent summary and a magnificent total presentation. As you know,
these are survey hearings. We wanted to get basic themes that we will
develop further and I think you have given us several themes that will
certainly be discussed often here.

To come to one of your chief points, the central city overburden, T
think, in effect you are saying that we have a tendency for people most
in need of health services to congregate in the area least capable finan-
cially of giving that.

Reverend Cervanies. Exactly. |

Mr. OrioL. You have very high concentration of elderly in St.
Louis, I believe it is above the national average, or is this true for
central city areas throughout the Nation? Would you have that
information ?

Reverend CervanTes. I think that our 15 percent is slightly higher
than is true of the other central cities. There is a constant pattern,
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however, of a dense concentration of the disadvantaged—young and
old—in the central city, and a concentration of the affluent and a
smaller proportion of the elderly in the suburbs. The elderly in the

suburbs are better able to afford quality health service irrespective of

the suburban broader tax base.

Mr. Orior. The Comprehensive Health Act, which got off to a start
last year, would work through States. Do you think that central cities
will be benefited as much as they should be through this program ?

Reverend CervanTtes. Anything that is run through the States, I
feel, has the bias of the out-State or noncentral city people. Tradi-
tionally, as our 49 capitols not being in our central cities indicates,
the power structure of our country has tended to pit the rural popula-
tion against the urban populace. The Supreme Court’s decision de-
manding reapportionment has instituted a new axis, a new alinement
of power: the suburbanites and the rural population now tend to be
alined against the central city and the increased demands of the grow-
ing proletariat of the central cities.

Mr. OrioL. Do you happen to know whether, at the National Con-
ference on Health Costs, which begins next week, great attention will
be placed on the central city overburden?

Reverend Cervantes. I do not know. I would hope so, but frankly
T have not seen this developed any place.

Mr. Orror. That is why I asked. I think this is an area of inquiry
that should be followed.

Reverend Cervantes. Right.

Mr. Orion. I have other questions, but I will ask Mr. Miller if he
has any.

Mr. MiLier. No.

Mr. OrioL. Mr. Norman ?

Mr. Norman. No questions.

Mr. Orior. Some other questions will be submitted in writing, I
remember back at the conference at which this presentation was %is—
cussed, we got into a conversation of, as Dr. Domke called it, grants-
manship and the amount of time it takes from staff at a municipal
level. We actually got to the point where he was wondering out loud
whether instead of devoting his time to making the application, he
should be out working with the limited resources he has to give more
direct help to the people who needed help. :

Could you develop that a little bit more ?

ExpeENsES oF “GRANTSMANSHIP

Reverend CervanTes. Paul Zimmerer, who is the head of the Com-
mittee for Economic and Cultural Development of Chicago, maintains
that the city of Chicago cannot ask for anything less than a grant of
between $100,000 and $200,000 because of the amount of time that is
required to make the application. '

The Real Estate Research, Inc., which has undertaken any number
of research studies for the Economic Development Administration
here in Washington, recently submitted a proposal for the city of St.
Louis to develop a municipal business development agency.

The young man who prepared it, a man by the name of David
Whuenscher, showed me the proposal. He had been working on it for
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some months. He said, “How much do you think this has cost to pre-
pare?” I said, “I would guess about $3,000.” He replied, “No, it would
be closer to $25,000.” 1t takes a tremendous amount of time, energy,
and money to appty for grants.

So, to come 1immediately to your point, would it be better for an
administrator of health and hospitals rather than dedicating so much
of his time in grantsmanship, to dedicate himseif more compietely to
the administration of his heaith system with the resources he has at
hand? I would say if you are taiking about small grants, yes; but if
you are talking about large grants, no, because the central cities simply
must obtain supplementary funds from the Federal Government.

Although we have not talked about it throughout our discussion,
there is a question of restructuring the tax system in the United States
and the restructuring of the jurisdictional boundaries so that each
political jurisdiction has an adequate tax base that can support the
services that need be given.

I think that each one of the administrators ought to enlist the serv-
ices of a professional proposal writer. The obtaining of a professional
writer of proposals will again present an all but insuperable tinancial
problem for the central cities. A professional writer is about as difficult
to obtain under civil service salary limitations as is a psychiatrist. We
have empty child psychiatric facilities in St. Louis because it is im-
possible to obtain the full-time services of a psychiatrist under the civil
service system which does not allow anyone—even a psychiatrist—to
earn more than the mayor’s $25,000 saiary and no psychiatrist will
work full time for this “paltry” salary.

Mr. Orior. In Mr. Johnson’s statement he recommended stimulat-
ing the establishment of the national accreditation for home heaith
service agencies which involves review of patient records by a team of
competent specialists, and so forth.

Unless you would like to comment on it here, we will submit a re-
quest for further information on that proposal. It sounds interesting
and something that we shouid consider.

Reverend CervanTEs. You will notice likewise, Mr. Oriol, that every
one of the individual comments from St. Louis has been most enthusi-
astic for the Federal assistance in the area of health. We all encourage
a reappraisal of the coinsurance and dedtotible features. We encourage
gou to hold fast to the requirements demanding fulier participation of

tate governments in doing their part in supplying quality heaith
service for the disadvantaged in their States which are centralizing
in the core sections of our metropolitan areas.

Mr. Orron. Any more questions?

Thank you again.

We appreciate your coming here, and your complete statement
and other information you have submitted will be placed in the record.

(The)a statement ang information follow—testimony resumes on
p- 135.

STATEMENT OF LUCIUS F. CERVANTES, 8.J., PH. D., DIRECTOR, SOCIAL
RESEARCH CENTER, ST. LOUIS UNIVERSITY ; RESEARCH DIRECTOR,
MAYOR’S OFFICE, CITY OF ST. LOUIS

Senator Smathers and members of the Subcommittee, I consider it a distinet
privilege to have been invited to testify before the Senate Subcommittee on




COSTS OF HEALTH SERVICES TO OLDER AMERICANS 121

Health of the Elderly. The work of your distinguished subcommittee is dedi-
cated to the provision of quality health services to Older Americans, irrespective
of race or economic condition. Cooperating with your subcommittee in the con-
servation of life and the pursuit of happiness for all Americans is cooperating
with the fulfillment of the American proposition and the unfinished revolution
which is the United States. Permit me a prefatory digression.

A. THE AMERICAN PROPOSITION AND THE UNFINISHED REVOLUTION

When it is stated, as immortally done by Abraham Lincoln, that the new na-
tion which our Fathers brought forth on this continent was dedicated to a “propo-
sition,” the propriety of the term is pertinent. In philosophy a proposition is that
statement of a truth to be demonstrated. In mathematics a proposition is the
statement of an operation to be performed. The founders of our country dedicated
the nation to a proposition in both of these senses. Our belief that all men are
created equal, that they are endowed by their Creator with certain unalienable
rights and that among these are the right to life, liberty and the pursuit of happi-
ness must be demonstrated in our legislative enactments and operationally per-
formed within the historical contingencies of our times. When Congress pursues
the unfinished American revolution by affirming that all elderly Americans shall
have a right to the health care that the medical genius of this country can provide
and when this Subcommittee seeks out strategies whereby this right can be more
equitably implemented irrespective of age or race or economic condition you are
demonstrating the American proposition.

The meaning of recent federal legislation in the area of health services bears
reemphasis. In a clear breakthrough against the opinion that quality health
service is a private commodity to be provided according to income capabilities,
Congress has asserted through Titles XVIII and XIX of the Social Security Act
that quality health service is a right of every citizen of the United States, is a
legitimate concern of public policy, and that enabling legislation will be invoked
when this right to quality health service is jeopardized or rendered inoperative.

When President Johnson announced the Medical Assistance Program he
stated : “We are learning to think of good health not as a privilege for the few,
but as a basic right for all.” Such do I take to be the philosophical underpin-
nings and American tradition of this subcommittee’s quest to assure quality
health services to older Americans.

B. THE CENTRAL CITY OVERBURDEN

My first specific observation in reference to “Costs and Delivery of Health
Services to Older Americans” is to point out what may be termed the “Central
City Overburden.”

A great deal of attention has rightly been paid to such facts as the following:

Hospital costs between 1960 and 1965 rose 6 per cent per year but last year
they experienced a startling rise of 16.5 per cent ;

Five years ago a day of hospital care cost $36.38, today it averages $57.93
and in five years from now the cost will be $96.38 a day; (U.S. News and
World Report May 22, 1967 p. 77)

Physicians’ fees increased only two or three percent a year from 1960
through 1965 ; they rose 7.8 percent in 1966 ;

More than a third of those age 65 and over earn less than $1000 per year
and the median annual income of unattached individuals of this same senior
citizen age is less than $1.250; (Leon H. Keyserling, “Progress or Poverty,”
Conference on Economio Progress quoted in John G. Field, “The Diversified
‘Community,” Community Development, Vol 1, No. 4, p. 22)

Older Americans’ slight incomes are not expanding commensurate with
the economy ;

An elderly person can be much worse off with Medicare as it now stands
than he was before without it.

Where before Medicare he might have managed, for example, to stretich his $60
monthly Social Security and $37 state old-age assistance checks to cover rent,
food, clothing, and incidentals he is no longer able to do it because he now has
deducted $3 a month under Title XVIII plus $50 deductible and finds that he
must pay $86 per year and then 20 per cent of the health service balance when
previously he was paying half that for his total doctor’s bill. As the supple-
mentary testimony from Howard C. Ohlendorf, Chairman of the Planning Com-
mittee on Aging, Health and Welfare Council of Metropolitan ‘St. Louis, states:
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“With the advent of Medicare, older individuals qualifying under the program,
who previously used the out-patient clinic services provided at (the St. Louis)
City Hospitals, are now billed the full fee for a clinic visit, whereas prior to
Medicare, they were billed approximately one-eighth of this amount. This is very
frustrating to many of them who are living on reduced or fixed incomes and
cannot afford to pay this fee.” (It should be pointed out that the welfare pay-
ments in Missouri are quite inadequate and, as yet, we do not have Medicaid).

All of these facts are pertinent and important. Very important. But what is
secarcely recognized in the health service literature is that the impecunious older
Americany are increasingly coming to be located in the central cities of our
metropolitan areas. And it is these central cities which are increasingly incapable
of providing the escalating demands of the poverty-stricken for the needs of
health, housing, education, employment, security, transportation, and the dozen
other basic services. The City of St. Louis is typical of the central cities of the
United States in that 15 percent of its population is age 65 or over whereas in
the affluent county there are but 6 percent age 65 or over. The central cities over-
burden consists in the fact that it is increasingly becoming the depressed corrals
and tax-shy repositories of the aged, the unskilled, the disadvantaged children
and the dispossessed minorities. During the past fifty years the suburbs have
increasingly become the refuge of the affluent seeking to aveid the problem
peoples of the central cities. The resulting central city overburden is now reach-
ing crisis proportions. .

May I draw the attention of this Subcommittee to the study of TEMPO, General
Electric Company’s Center for Advanced Studies, which found that the nation’s
cities face the staggering revenue gap of $262 Billion during the next ten years.
The study likewise points out that without any federal tax increase the federal
government during the next ten years will have a revenue increase of 14 of a
trillion dollars. (“Revenue Sharing,” Nation’s Cities, April, 1967, p. 7ff.)

Our point of citing the “central city overburden” is to indicate that the dis-
advantaged elderly are selectively being concentrated in the central cities which
are becoming progressively bankrupt so that the older Americans are afforded
little or no hope, without federal assistance, for quality health services.

C. EXAMPLES

I had hoped to be able to present to this Subcommittee a profile of health needs
within the City of St. Louis that could be directly attributable to lack of govern-
ment funding. I had set for myself an impossible task for the data are simply
not available. I have managed, however, to obtain the following suggestive
examples which I feel are pertinent.

Comparative data from 19 of the largest cities in the United States shows that
in 1964 the City of St. Louis ranked as follows (rank #1 means that the city is
the worst of the 19 largest cities) : infant mortality rate, first; accident rate,
second ; heart disease, second; maternal death rate, third; influenza and pneu-
monia, third; tuberculosis, fifth; and cancer, fifth. Saint Louis has ranked first
in total death rate among the 19 largest American cities in four of the past
five years.

There are 13,000 patients in the Missouri state mental hospitals. One Thousand
of these patients need not be there, but because of inadequate personnel to prepare
them to leave and inadequate family and social structures to receive the patients
when they should be prepared to leave, this lost legion of 1,000 is doomed to die
within the darkened confines of institutional incarceration. Older Americans are
disproportionately represented. The Health and Welfare Council of Metropolitan
St. Louis estimates in regard to mental health services that “less than half of
the individuals who need the service receive it.” (Seventy-Nine Services, Feb-
ruary, 1963, p. 35)

The closest estimate I could obtain as to what percentage of the disadvantaged
were not receiving seriously needed medical assistance is the following: dis-
advantaged children: 25 per cent; disadvantaged youths: 50 per cent; disad-
vantaged older Americans: 75 per cent. I do not present these estimates as
scientific evidence; I present them as educated estimates. The genesis of the first
estimate of the incidence of failure to obtain seriously needed medical service
among children is from a Dr. Anne Bannon. Through a federal grant of $205,000,
some 2,000 children enrolled in Head Start underwent a series of medical tests
under the general direction of Dr. Bannon. The results indicated that one out
of every four of the disadvantaged pre-school children were in need of sub-
stantial medical assistance. Systemic infections from infected teeth, iron defi-
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ciency, cardiac lesions, are examples of the serious uncared for health problems.
Draft board rejections for reasons of health among poverty neighborhood draftees
are the source of the 50 per cent estimate of uncared for serious uncared for
health problems among disadvantaged youths. As for the health service needs
of the older Americans I call attention to the observation that among the dis-
advantaged the co-insurance and deductible components of Medicare have fre-
quently in face of resultant cost increases made the obtaining of health services
more difficult.
D. THE ROLE OF FEDERAL GOVERNMENT

Granted that the impecunious older Americans are tending to becoming cen-
tralized in the impecunious central cities which in turn are becoming regressively
incapable of providing even basic services—medical or other—what should be
the role of the federal government? Granted that broadly speaking the federal
government has the bulk of this country’s taxes and the central cities have the
bulk of the country’s problems, what direction are we to expect the relationship
between the municipal and federal government will take?

Let me make several preliminary remarks:

(1) The central cities are deeply gratified that Congress and the federal
executive administration have decided through the revolutionary health
service legislation of the last several years that the criterion of the reception
of quality medical assistance shall be the need of the citizen rather than his
economic capabilities.

(2) The federal government’s aid to older citizens through Medicare is

not “socialized medicine.” This spectre when raised against Medicare and.

Medicaid is a fraud. In England there is socialized medicine because the
government acquires the hospitals and hires the medical staff. But in the
United States, titles XVIII and XIX acquires no hospitals, hires no physi-
cians to practice medicine, treats no patients, strives to conserve and sup-
port the existing voluntary agencies, and merely performs a function that
was not being and seemingly could not be performed on a lower institu-
tional level. Medicare is an insurance and not a medical treatment plan.

(8) The interposition of a fiscal intermediary for the Federal government
in the Medicare act has worked well. The St. Louis Blue Cross, for instance,
serves as the fiscal intermediary for the Federal Government in an 84-county
service area paying $35 million to hospitals and related agencies in the
10-month period from July 1 through April 30 as well as $41.5 million to
hospitals for member care. Mr. Elzey M. Roberts, Jr., chairman of the St.
Louis Blue Cross pointed out to the board earlier this month that the major
problems of transition to the medicare era have been overcome through the
co-operation of the hospitals, the medical profession and the public. We in
St. Louis are gratified that the Under Secretary of Health, Education and
Welfare, Mr. Wilbur J. Cohen was able to state: “Thirty years ago people
who wanted reform couldn’t even have a dialogue with the medical profes-
sion. . . . Now there is a breath of fresh air, and even though there isn’t
always total agreement all the time, we have a completely open dialogue.”

Granted that responsible individuals do not speak of the federal insurance
plans in the area of health services as “socialized medicine” I do wish to draw
attention to the suggestion that government support can be bought at too high
a price. “Big brother’s” price is too high if this “help” leads to the deadening of
local initiative and the burying of local creativity in a grave lined with triplicate
forms, computer tape and spindled data processing cards.

Three years ago at Ann Arbor President Johnson delivered his famous Great
Society speech. On that occasion, and many times since, the President has used
the phrase “creative federalism.” Federalism means a relationship, cooperative
and competitive, between a limited central power and other powers that are
essentially independent of it. “Creative” federalism accents the theme that local
initiative and creativity will be held at a premium. In the long American
dialogue over states’ rights and the question of individual liberty versus gov-
ernment domination it has been tacitly assumed that the total amount of power
is constant and, therefore, any increase in federal power diminishes the power
of the states or participating agencies such as hospitals. Creative federalism
starts from the contrary belief that total power—private and public, individual
and organizational—is escalating very rapidly. As the range of conscious choices
widens, it is necessary to recognize vast increases of federal government power
that do not encroach upon or diminish any other power. Simultaneously, the
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power of states and local governments will increase; and the power of individ-
uals will increase.

The federal administration is following the lead of modern business. The Great
Society is being built not on the model of central determination of all solutions
in Washington, but on the concept of maximum feasible participation of all
elements of society and of many centers of decision. Today there is no premium
placed upon obsequiousness and inertness at the local level. On the contrary,
only those programs and proposals are being funded on a local level that mani-
fest creativity, originality, initiative, comprehensiveness, and a soundness never
before demanded on a local level. The old argument of government intervention
being one more instance of creeping socialism and womb-to-tomb welfarism is
losing its relevance.

The new emphasis is upon “problem solving” and this at a local level.

Let us take the case of Medicare. When Medicare was first debated in the
Thirties and Forties the accent was upon what the young owed to the old and
what the fortunate owed to the unfortunate and what the federal government
could do by giving a single monolithic plan excogitated in Washington.

Today this emphasis has changed. Medicare and Medicaid are put forward
as devices to deal with a problem with solutions derived from local cooperative
initiative, funding and administration. So likewise with the programs to improve
education, rebuild the cities, clean up rivers, beautify highways, reduce air
pollution, decrease unemployment, minimize discrimination, and fight the great
war on poverty.

We welcome the fact that the new role for Washington is not that of “big
brother” but “junior partner.” The “Monolithic” is out and “polycentric” is in.
The old-fashioned business paradigm of the “captain of industry,” and the indus-
trial absolutist has yielded to the corporation “team approach.” There is a con-
scious, unceasing effort to ensure that any given decision will be made at the
most appropriate place—high or low, in Washington or out—and on the basis
of the best information. Programs and projects are not being funded and social
blueprints are not being approved unless there has been local iniatitive and,
as much as possible, local consensus.

THE GREAT SOCIETY AND LOCAL INITIATIVE

The new look in the Great Society is local participation. The Peace Corps will
send no one into an area without being invited; the anti-poverty program
demands “maximum feasible participation” of the beneficiaries of the program
and refuses funding of programs not thought out on a local level ; Health, Educa-
tion, and Welfare is providing little more than guidelines, blocks out options for
local choice, and depends upon local administrators to come up with the specifics;
the Labor Department and the White House Conference on Civil Rights are
calling for the establishment of metropolitan job councils “to ensure that the
business community, labor organizations and government agencies assume maxi-
mum responsibility for expanding job opportunities for Negro workers,” the
Model Cities program of the Department of Housing and Urban Development is
little more than an invitation to local leadership backed by broadly based local
community support for a locally planned proposal to rebuild one's own city.
The Johnson Administration has come out four-square for the ideology that in
the private sector, not in the public sector, lies socio-economic salvation.

What this means for hospitals is that the deluge of assistance offered to them
by the eight major health care acts passed by the federal government during
the past two years will not swamp them in a molasses sea of federal directives.
The dead hand of bureaucracy is not stifling their breath or chilling their blood
or choking off their initiative. Socialism is not here to take over the hospital,
treat its patients, hire its staff, provide it with a minute-by-minute daily order,
and do all its thinking for it. Medicare and Medicaid are considered as a chal-
lenge, not a threat. I submit that never in the history of health care has so
much creativity, initiative, drive, involvement, knowledge of the best in so many
fields been required of administrators and staff in the hospitals of the United
States.

We welcome and need the “creative federalism” or “balanced federalism”
approach. The federal government is thereby living up to its role of providing
for the common welfare and recognizes its role of expediter, enabler and catalytic
agent rather than as a monopolistic repository of all wisdom, creativity, re-
sources and administrative fiats.

To summarize my testimony :
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(1) I am gratified to have been asked to testify before this subcommittee
since I feel that the provision of health services especially for the aged and
disadvantaged is of primary importance in the forwarding of the Untinished
American Revolution’s guarantee of life, liberty, and the pursuit of
happiness;

(2) The central cities’ overburden must be recognized and compensated ;

(3) The federal government’s accent upon “creative” or “balanced’” fed-
eralism is appreciated.

STATEMENT OF ELMER M. JOHNSON, ASSOCIATE DIRECTOR OF THE
METROPOLITAN ST. LOUIS HOSPITAL PLANNING COMMISSION,
INC.

I wish to provide information about the status of home health services in the
St. Louis Metropolitan area, and to cite obstacies to the further development
of this service.

The present total annual expendmture for organized home health services for
the sick in the metropolitan area is $1,100,000. We have about 2,300,000 persons
in the area, so this represents a rate of less than 50 cents per capita.

Eight home health service agencies serve the area, employing 57 registered
professional nurses and 102 home health aides. The number of nurses employed
today is about 20 greater than one year ago before the beginning of medicare.
There were no home health aides a year ago, although a few homemakers per-
formed similar functions, Training programs financed by the Office of Economic
Opportunity trained 88 of the presently employed home health aides. Another
20 were trained but there were no immediate job openings in this specific type
of service at the time of completion of their trammg ’

The great majority of home health service here is provided by non-hospltal
community based voluntary agencies. Only one nurse from a tax-supported agency
provides home health services for the sick in the metropolitan area.

Charges for visits by registered professional nurses range from $4.50 to $10.65.
The lower rate is charged by a small-town visiting nurse association—the higher
by a city hospital-based program. The average charge is about $9 per one hour
visit—up 25 percent over a year ago. Home health aides customarily work in
each home about 4 hours per visit. Charges for aides services range from $1.60
per hour to $2.50 per hour.

The ratio of aides to professional personnel is 5 to 1 in one agency, while
another has no aides. The biggest agency has about 2 aides for each 3 profes-
sionals. Generally, the visiting nurse associations have lower ratios of aides to
professionals than other types of home health agencies.

The total active caseload of all home health agencies in the area at any one time
is approximately 1,000. This compares to average daily occupancy of 8.800 in
short-term general hospitals and 8,600 in log-term care facilities, excluding mental
and T.B.

At the present level of care home health services cost about $3 per active case
per day in the metropolitan area.

The rate of use of this service here is only about 24 the rate in communities
where home care is highly developed. I believe the reasons for under-use of
home care locally are: )

Inadequate interpretation of home health service to doctors and the public.

Lack of relationships between home health agencies and many hospitals.

No home health service benefit payments for public assistance recipients
under age 65 in Missouri.

Limited number of hospitals (6 of 42) qualifying to admit Blue Cross
patients to home care.

Some parts of the metropolitan area with only ‘nominal home health service
coverage.

In addition to problems of insufficient use of the service, existing home health
service programs need to be examined to determine if there is:

Too little medical surveillance of patient care.

Inappropriate “mix” of professional, technical, and aide services.

Inefficiencies caused by duplication and overlap of service areas of home
health agencies in metropolitan area.

Increased use and more appropriate use of home health services could be en-
couraged at the federal level by :

Requiring that each medicare certified hospital and extended care facility
has a transfer agreement with a home health service agency, or itself pro-
vide home health services.

83-481 0—87—pt. 1—9
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Adding home health services to the present list of five services that are
mandatory under Title XIX of the Social Security Act.

Developing educational materials and resources for local use in interpret-
ing home health services to doctors and to the public.

Stimulating the establishment of national accreditation for home health
service agencies which involves review of patient records by a team of com-
Detent specialists in mediicne, nursing, physical therapy, etec.

STATEMENT OF BERNARD FRIEDMAN, MEDICAL DIRECTOR AND
SUPERINTENDENT, ROBERT KOCH HOSPITAL, KOCH, MISSOURI

On June 3, 1967, I attended a meeting, with others, at the request of Mr.
William E. Oriol, Staff Director of the United States Senate Special Committee
on the Aging. At the time we discussed the question of federal programs and
health services to elderly Americans. Subsequently, we were asked to write a
statement on the particular facet of health services in which each of us was
most interested. This present statement repeats in general the oral statement
that I made at that meeting.

My own special interest in the problems of the elderly came about through my
work at Robert Koch Hospital. Our hospital was originally the municipal tuber-
culosis hospital of the City of St. Louis. As empty beds were made available, as
a result of the impact of the modern treatment of tuberculosis, these beds were
used to develop our Intermediate Care Divisions. Our Intermediate Care patients
are patients that come to us usually from a general hospital, municipal or pri-
vate, who no longer need the intensive care of a general hospital, but who requires
services greater than that obtained in a nursing home or in their home.

Experiences with these divisions have been most revealing. For one thing,
these divisions have become essentially divisions for the rehabilitation of the
elderly. For another, it has become evident that very often the main obstacle
preventing the patient from returning home is not the medical problem for which
the patient entered the hospital. Very frequently the patient overcomes his stroke
sufficiently so that he may again be up and about, his hip fracture heals well
enough so that he becomes essentially self-care. The problems that occur over and
over again are social conditions that prevent the transfer of the patient back
to the home or apartment from which he came. A third floor level apartment of a
patient who is short of breath because of emphysema. a toilet in the basement of
a patient who has already fallen once and broken her hip going down stairs,
a patient whose neighbor has in the past done her shopping and looked in daily,
but is now moving to another location—these are the kind of problems that may
actually make the difference between sending a patient home or to a nursing home.
There is no question in my mind but that there are thousands of patients in
nursing homes who have been transferred there not because they need to be in
a nursing home but because of the social problems involved in the patient living
on the outside. Two patients can reach the same levels of self-care with the same
diagnosis. One can be discharged to a family eager and waiting to have him back,
another can not be discharged because the home circumstances are unfavorable.

The extension of home health services, home care, and such services as meals
on wheels would help tremendously in keeping the elderly, chronically ill patients
in their home. In working with these elderly people we find that an adequate
social service staff both in the hospital and for out of hospital care is indis-
pensable. At our Intermediate Care Divisions all efforts are made to prevent
permanent institutionalization. The following is a table recording the disposition
of our discharged patients in the last 3 fiscal years.

INTERMEDIATE CARE—DISPOSITION OF DISCHARGED PATIENTS

~ 1966-67 1965-66 1964-65

Home..........._._. 221 199 175
Home care. .. 10 6 22
Other hospitals. . ._ 48 39 60
Practical nursing homes...__.__.___.____ 131 79 79
Professional nursing homes._._.___.__.__ 1 3 14
Domiciliary homes_ .. _________.._______ 32 54 54
Room and board homes........_.__. 2 7 13

Total permanent discharges 445 387 417
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These results are, in my opinion, not particularly extraordinary. A few years
ago, however, a significant number of the people we now send home would have
been sent to nursing homes. On the other hand, a significant number of patients
that we still send to domiciliary care institutions or nursing homes could be
discharged home if some of the social problems of home care could be solved.

STATEMENT OF MORRIS ALEX, M.D., MEDICAL DIRECTOR, HOME
CARE PROGRAM, ST. LOUIS MISSOURI

At our meeting in Mayor Alfonso J. Cervantes’ Office on June 3, 1967, with Mr.
William E. Oriol, Staff Director of the United States Senate Special Committee
on the Aging, it was suggested that I write up and submit to your subcommittee
on Health of the Elderly the following portion of our discussion. I am happy to do
S0.

As a result of advances in the health sciences, there has been a profound
change in the type of care required for many people. In the past acute diseases
were predominant but now exacerbations of chronic diseases are more prevalent.
‘With increasing numbers of older people in our population there has been a shift
toward larger numbers of chronic diseases and as a result of this, need for long-
term care and rehabilitative care. During the last 10-15 years, many voluntary
and state organizations have arisen to help meet certain needs from either a
social or medical point of view. Now it has become necessary to coordinate
existing resources in order to make maximum use of the available resources and
to develop new methods of coordinated care.

It is estimated that at any one time about one per cent of a communities
population are not found in the world of the well. They have been withdrawn into
the hospital world as patients. Of this number, some are there because they need
treatment or diagnosis, and some are there simply because they cannot be con-
tained within the world of the well but yet, do not require acute hospitalization.
The latter group are the ones we are discussing -at this time for if the occupant of
the bed is not in a condition to use or respond to the expensive services of the
acute hospital then doctors and laymen alike say that the bed is used for social
rather than medical purposes. For most efficient use, in-patient medical care is to
procure patients sent to them from the world of the well and to return them to
the world of the well as quickly as possible. Home Care has a far wider use, it is
responsible for managing the sick and all illnesses whether curable or not that do
not require the acute hospital. In this management there is more than just therapy
because this home care includes aid in living with the disabilities of the illness
whether transient or permanent, limitations of disturbances in all the social
systems which an illness disturbs—notably the household in which it is contained
and establishing a partnership with those charged with the care of the sick
individual in the community.

The problem of chronic illness in the Greater St. Louis area has been primarily
a problem of the core city of St. Louis because of the unusually large number of
persons 65 and over residing within the City of St. Louis. In the City of St. Louis
in 1960, 12.3 per cent of the total population was 65 and over. By 1970 it is esti-
mated that it will reach 15.3 per cent. By the same token in 1970 it is esti-
mated that in St. Louis County the percentage will be 6.4 per cent. To make this
problem more apparent, almost 55 per cent of metropolitan aged population
resides in the City of St. Louis; whereas about 20 per cent lives in St. Louis
County. A public assistance picture adds another dimension to the extent of the
problem of chronic illness. In the year 1963, of the 102,409 old age assistance
cases in the State of Missouri, 13.1 per cent were located in the City of St. Louis as
compared to 2.7 per cent in St. Louis County. Of the itotal of the permanent and
total disability group 29.1 per cent were in the City of St. Louis and 4.3 per cent
in St. Louis County.

It is estimated that there are some 24,000 cases of heart disease in the City of
St. Louis, 22,000 cases of hypertension, 7,725 cases of diabetes, 12,225 cases of
visual dlfﬁcultles 29,250 cases of hearmg defects and almost 10, 000 cases of
paralysis of one or more limbs due to either cerebral vascular disease or to other
neurological deficits.

The City of St. Louis has been and is now doing something about the problem
of chronic illness and coordinating care. However, because of the extent of the
problem and the late start, the solutions are not easy. In 1955, the City submitted
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for vote a $100,000,000 Bond issue in which the primary health item was $4,000,000
for a new Chronic Hospital. Prior to the inclusion of this item, the Mayor
requested the Health and Welfare Council of Greater St. Louis (then known as
the Social Planning Council) to appoint a committee of citizens, professional
and lay, to evaluate the need for this Bond Issue item. This group of citizens
found that the Greater St. Louis Community provided very little (private or
public) for the chronically ill person other than acute in-patient medical services
and long-term institutional care (primarily custodial). This committee, therefore,
advised that the Chronic Hospital Bond Issue item should be included, but with a
provision that the actual building be contingent upon the findings of a study of
the “health needs” of the City of St. Louis. The Chronic Hospital Bond Issue item
was approved by the voters and in 1956 the City contracted with the American
Public Health Association to make the survey. Additional monies enabled the
survey to be extended to the Greater St. Louis area. It was completed in 1957.
Among its findings pertinent to the problem of the chronically ill were these:

1. The financing of the medical care for the indigent and medically
indigent is a serious problem in the St. Louis area. In Missouri, the
County (the City of St. Louis is not in a county and, therefore, must as-
sume all of the usual county functions) has been deemed responsible for
medical care, other than mental illness and tuberculosis.

2. Voluntary hospitals in the St. Louis area are primarily concerned
with the short term acute case; where they are adding beds for chronic
disease, the purpose is to provide rehabilitation for relatively short periods
of time.

3. i'he City of St. Louis needs a separate department of Public Health
and hospitals to discharge the City’s responsibility for health of the public
by planning and operating a single unified program of service that range
from prevention through treatment and rehabilitation.

4. A new chronic hospital is not necessary, if the City of St. Louis
develops a comprehensive integrated program of medical care for the aged.
Emphasis should be placed on improving patient care through an increase
in prepared personnel and in services and programs to make health services
more readily available—other than in-patient hospital care. This should
include home care, rehabilitation and improved services in the out-patient
departments.

5. Home Care programs are relatively new in the City of St. Louis.
There is one comprehensive program which is operated by the Jewish
Hospital of St. Louis. A home care program should be established by the
municipal hospitals; the voluntary hospitals, particularly the larger ones
closely associated with medical schools, should explore the feasibility of
developing home care programs.

Since the survey these actions have been taken by the City of St. Louis

1958: The voters approved the creation of a single department of health and
hospitals to be directed by a physician well qualified in publie health and hospital
administration and to be responsible to the Mayor. The director was appointed
in January, 1959. ’

A long-term illness medical service (known as intermediate care) was estab-
lished at Koch Hospital for the group of municipal hospitals with 3600 bed
complement (two general, Max Starkloff and Homer G. Phillips Hospitals;
one psychiatric, Malcolm Bliss Mental Center; one tuberculosis, Robert Koch
Hospital ; and one long-term chronic institution, (mostly custodial) St. Louis
Chronic Hospital. This intermediate care service started as a 40 bed service and
is now a 200 bed service with a waiting list. Medical nursing, social work, physical
and occupational therapy were coordinated to provide comprehensive medical
care. It includes intensive rehabilitation. The service has attained a significant
level of effectiveness; approximately 70% of all live discharges return to their
own homes directly or via home care, since the latter was established in 1960.

1960 (May) : An Information and Referral Center for the chronically ill was
established by the Department of Health and Hospitals. It had existed earlier,
from 1955-1958, as an activity of the St. Louis Chronic Hospital, which dis-
continued it in favor of a more traditional hospital admission procedure. Of
the original Information and Referral Center the American Public Health
Association Survey noted: “The experience of the Information and Referral
Center not only justifies its continued operation, but its expansion into a City-
wide adult counseling service for the chronically ill and aged.” It was re-
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established on just this basis, a City-wide service. This action was necessitated
because Chronic Hospital had filled almost all of its 1500 beds—despite the
fact that a new domiciliary of 100 bed established at Koch Hospital a short
time previously was completely filled. In the original operation there were less
than 500 requests a year from chronically ill persons; in the first year of its
reactivation there have been more than 800 requests. This increase is considered
an index of the rise in incidence of illness requiring long term care.

Loug term patients are “persons suffering from chronic disease or impair-
ments who require a prolonged period of care, that is, who are likely to need
or who have received care for a continuous period of at least 30 days in a
general hospital, or care for a continuous period of more than 3 months in
another institution or at home, such care to include medical supervision and/or
assistance in achieving a higher level of self-care and independence.”

1960 (September). A coordinated, medically directed, hospital-based Home
Care Program was established by the Department of Health and Hospitals.

By now there existed in the Department of Health and Hospitals these levels
of care; acute in-patient, out-patient, intermediate care, long term institutional
care, home care, and Information and Referral. Coordination was required to
insure that the comprehensive needs of the long term patient were known and
that he received the needed level of care; to this end, the Director of Health
and Hospitals appointed a Long Term Illness Committee consisting of the
Chiefs of Home Care, Intermediate Care, Physical Medicine and Rehabilitation,
Psychiatrie, Social Work and the Medical Director of the Chronic Hospital.
This group, responsible to the Commissioner of Hospitals, delegated to its
Chairman (Director of Home Care) the day-to-day decisions regarding the
needs of long term patients and reserves for its weekly meetings those patient
situations that are difficult and/or require administrative changes, and other-
wise sets guidelines.

It should be noted that 63 per cent of all applications made to the Long Term
Illness Committee came from either home, nursing homes, or from hospitals
other than the public ones. From that group and the total group that was
referred for long term illness care, approximately one-third have been feasible
medically for Home Care. However, of the one-third that were thought medi-
cally suitable for Home Care, it should be noted approximately 20 per cent of
those were accepted for Home Care and the remainder were not accepted. Of those
not accepted a high percentage could have been accepted on a Home Care program
providing they had a substitute home, a housekeeper, or meals on wheels.

As was stated previously, as a rule care in the acute hospital is merely the
first stage in the program necessary for rehabilitation or for planning for long
term care, either because of medical or social needs or both. Because of these
long-range developments, the Director of Health and Hospitals, ordered the
creation of the Long Term Illness Committee and the Home Care Department
in 1960. The purpose of these two groups was to complement and coordinate
the existing services of the two acute city hospitals, the intermediate, long term
or rehabilitative divisions at Koch Hospital, Chronic Hospital and the Rehabili-
tative Division. The Information and Referral Center was created to provide
accessibility to long term care planning for those citizens not under medical
care within the municipal system.

Bxperience has demonstrated that planning for the future needs to be ini-
tiated as soon as the patient comes under care of a physician. Often this will
be at the acute in-patient level; occasivnally, it may be at the out-patient or
emergency room levels. It should be realized that adequate planning cannot be
started until the medical needs of the patient are known. The attending physi-
cian assumes the responsibility of identification of a patient’s needs for long
term planning and referral to the Long Term Iilness Committee which provides
direction and focuses on the planning needs. Over the seven years that this
program has been in action, the sole purpose of the Long Term Illness Committee
has been to coordinate planning, to determine the best level of care for the .
patient aimed at restoration to his community when possible. We have been
able to significantly reduce the number of patients requiring long term insti-
tutional care and to increase the numbers of patients who can safely return to
the community. A secondary result of this program has been the movement of
patients from the hospital more rapidly and results in better teaching facilities
for the hospitals and for the trainees in medicine.

While this program has worked in a public system, a few voluntary insti-
tutions have attempted to intiate similar systems. Increasingly the voluntary
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hospitals have utilized the Long Term Illness Committee and the Information
and Referral Center for judgments in handling difficult problems.

It is apparent that there is a need for a community-wide approach to handling
problems involving long term and rehabilitative care whether in the older in-
dividual or the person below 65. Communities or political subdivisions, i.e.,
counties, need to develop information and referral systems, home care services,
and rehabilitative facilities.

With the funding third party payments through Titles XVIII, XIX and
Blue Cross, the physician must take the lead to see that the necessary facilities
and administrative structure is available to offer his patients the care required
and still retain the private practice of medicine.

STATEMENT OF HERBERT R. DOMKE, M.D., DIRECTOR, DEPARTMENT
OF HEALTH AND HOSPITALS, ST. LOUIS, MISSOURI

In my opinion the greatest contribution of the United States Senate’s Special
Committee on Aging is to encourage better balance of Congressional attention to
health needs of the aged. There is a spectrum of health needs which begins with
the maintenance of health at one end, proceeds through phases of acute illness
and rehabilitation, to return to the aged person’s resumption or normal family
and community activity.

Most Congressional interest—and federal monies—are directed to the part
of the health services spectrum which deals with management of illness in the
hospital. On the other hand, there is relatively very little interest in programs
of health maintenance and early detection of illness on the one hand, or re-
habilitation and return to social function at the other end of the spectrum. For
example, it is probable that more attention in this Congress has been directed
to one aspect of financing hospital care, viz, capital depreciation accounting
techniques, than has been given to early detection and rehabilitation taken to-
gether. There is, of course, a need for a sound policy for depreciation allow-
ances, as there are also compelling reasons for continued development of medi-
cal and hospital diagnosis and treatment of acute, debilitating illness. And, of
course, Medicare and other insurance programs have met a major need in fi-
nancing hospital care, and deserve continued public and Congressional scrutiny.

The problem is not that the sick person deserves less attention, but that we
make a greater community and Congressional effort to maintain health or to
return the patient to his family. There is an imbalance of attention, and there
results an imbalance of appropriation of effort and—most important of all—
an imbalance of service to the aged citizen. As long as federal service and research
project monies tend to focus on the obviously ill person, so also will local health
agencies have to direct their attention to trying to improve services by trying to
get their portion of available funds. It can and does happen that local health
agencies must divert their limited planning resources to play “Grantsmanship.”

Government fiscal trends in the past twenty years have produced a current
situation where municipal government has no substantial funds to undertake
new activities in health. The needed new local health services have become more
and more dependent—and are now almost wholly dependent—upon federal funds.
(It may very well be that if there is to be effective local planning and service that
government tax policies may require revision to provide more adequately for
local control.) The point, however, with regard to health services is that there
is federal control of new health program development not only nationally, but
locally. The responsibility, therefore, for Congress is especially great. Errors
of emphasis in Congress will be multiplied in every local community.

There is ample evidence (and much of it has been presented to Congress) to
show that a great deal can be done in the detection of illness before symptoms
are apparent. The field of screening of diseases is one that has had a rapid
technological development, and there is agreement among competent national
medical authorities that much can be achieved by greater community applica-
tion of screening programs. Certainly, the present expense—and the predicted
escalation of expense—of hospital care requires search for development of less
expensive means of patient management. Greater Congressional funding and
support for programs of out-patient care obviously offer one of the opportunities
to reduce demand for expensive in-hospital care. Certainly, also, there are many
competent authorities in Health, and Welfare, who believe that much can be done
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to return the aged person after an illness to his family and community—in the
absence of which the aged person is left no recourse but the futile, long-term,
nursing home placement.

We have, in this afluent society, an opportunity to.choose which new health
programs are to be developed. It is important to recognize that the range of
choice of health services is indeed a wide one. There are great benefits to be
achieved in other health programs in addition to the benefits that can be achieved
in the diagnosis and treatment of the acutely ill person. Both the fiscal realities
of escalating hospital costs, but more important, the social gains to be achieved
for the aged person, require that more attention be given to the whole spectrum
of health services, from health maintenance and disease screening to rehabilita-
tion.

STATEMENT OF MARY E. DAVIS, M.S.W., DIRECTOR OF SOCIAL
SERVICES FOR THE CATHOLIC HOSPITAL ASSOCIATION

I wish to make it very clear at the outset that although these observations
aré directed to the heaith care of the aging, I believe that comprehensive health
services are the right of every person regardless of age or economic condition.

1. “Medicare”—Title XVIII of the Social Security Act provides to insured
beneficiaries payment for care in a hospital, extended care facility and for home
health services. There are deductibles and co-insurance features which were one
of several compromises made with providers of services in order to get the bill
passed. No program of medical care should have deductibles or co-insurance.
They are a financial barrier to the receipt of medical care and keep the poor from
receiving it.

Title XIX—“Medicaid” was passed at the same time in order to supplement
the basic provisions of Title XVIII. When a state has not implemented Title
XIX, the aged poor are unable to make full use of benefits provided under
“Medicare” because:

a. They have no way of paying the deductibles and co-insurance.

b. They cannot pay for nursing home or other types of long term care in
addition to “extended care.”

c. They cannot pay for drugs, dental care, glasses and other health services.

I believe therefore that the Federal government should hold fast to the time
limitations it has set for the states to get Title XIX—“Medicaid”—implemented,
and hold to the present regulations within these time limitations for the pro-
vision of certain health services. We are all citizens of the United States and
political boundaries should not prevent us from receiving what is a right for
everyone.

2. I am becoming increasingly concerned with a growing trend in hospitals to
gear services to the requirements of federal legislation. A prime example of this
is the planning for and construction of “Extended Care Facilities” for people
over 65 to meet Extended Care provisions under—“Medicare”—Title XVIII. Ex-
tended Care is only one part of the continuum of care for people with long term
illness and should be available to patients of any age who require it. Persons over
65, covered by Medicare, would have their care paid for under this program.
Those not covered and persons under 65 might be covered through private in-
surance, Title XIX or other tax supported programs, or from their own funds.
I am very concerned about this, because I see it as the beginning of a trend
to organize health services to meet legislative requirements rather than the
needs of ill and disabled persons, and this will kill initiative in the search for
alternative and more appropriate ways of meeting their needs.

There is also I believe, a more grave danger that this trend could lead to the
reinforcement of present methods of delivering health services rather than to
the discovery of new methods. Blue Cross and other hospital insurance programs
were organized to meet the cost of hospital care for individuals, because hospital
care represented the largest expense in medical treatment. However, over the
years, hospital insurance has been the chief reason for unnecessary utilization
of hospital care by large numbers of patients who could better be cared for as
out-patients or in their own homes or lesser care facilities. The trouble is that
there is no insurance to cover these other kinds of care.

- “Medicare” followed the same trend. Payment for hospital care is its first
and major provision. Extended care and home health services were added only
to offset the overutilization of hospital care, not because they offered a better
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and more appropriate way of meeting a patient’s medical care needs. Yet, early
statistics show that surprisingly high percentage of the aged have used home
health services without any hospitalization. It met their need. (I have always
been very curious as to why the variety of methods of delivering medical care
used at the Mayo Clinic have not been more widely imitated. The only answer
seems to be that we have become “stuck” with hospitals!)

3. Health services for the poor are generally as poor as the poor themselves.
They are also inaccessible because of geographic location, lack of coordina-
tion—(specialities located in different places)—and more basically a complete
lack of interest in and concern for the patient as a person. All of this could be
changed if the private sector wanted to change it. A vacuum does not exist forever.
Something moves into it.

As has been stated so accurately by Professor Cervantes “the federal govern-
ment is an enabling agency to promote the common welfare.” (Lucius F. Cer-
vantes, “Socialism and Health Care,” Hospital Progress. September 1966, p. 86.)
“Medicare” and “Medicaid” provide payment under certain minimum conditions
for certain health services. The producers and providers of these services can
go far beyond these minimums and they should! If they do not care enough for
the poor to insure that the health services provided them are related to health
needs rather than to ability to pay; if they are less in quality and quantity than
those provided more affluent citizens, then government may truly move in be-
cause concerned citizens will force it to do so. The choice lies with the private
sector of the health field. :

STATEMENT OF SISTER MARY VINCENT, C.C.V.I, THE CARDINAL
RITTER INSTITUTE, ST. LOUIS, MO.

We are all grateful for the passage of Medicare Legislation and recognize the
fact that it has been a great help to some of our older people who are in need.
However, we would recommend that an altogether different type program be
designed to complement existing social legislation, with the philosophy of meet-
ing the continuing health needs of the chronic and terminal patients.

For health care programs such as Title 18, we need to find measurements of
self-providing capabilities which would form the basis of eliminating many who
do not need assistance from such health care programs.

Elimination of all deductible and co-insurance features of the Medicare Pro-
gram, removal of waiting periods and deadlines for enrollment. Deductibles
form barriers to needed care for those least able to pay.

Replacement of the 65 year age requirement for Medicare benefits by a pro-
vision qualifying all women at age 62.

Extension of the coverage for drugs to all prescription drugs regardless of
their association to a hospital confinement.

Extension of coverage to all surgical and orthopedic appliances and such items
as wheelchairs, and hospital beds for home use, eye-glasses, hearing aids, podiatry,
and everything pertaining to eye care and dental care.

Expand existing programs and encourage where needed, the starting of new
education and training programs designed for health care personnel needed to
provide the services made possible by existing and proposed legislation. Training
and education should reflect the needs of the functions to be performed and not
be put at an unrealistic level excluding many potential health care employees.

Make available to local community health service providers—grants-in-aid
for the acquisition of additional staff to meet the quality standards of care for
chronic and terminal patients.

WASHINGTON UNIVERSITY,
. ScHOOL oF MEDICINE,
St. Louis, Mo., June 15, 1967.
Hon. ALFoNs0 J. CERVANTES,
Mayor of the City of St. Louis,
St. Louis, Mo.

Dear MR. MaYoR: This letter is in reply to your letter of June 5, 1967, asking
about costs and delivery of health services to older Americans.

Persons over the age of 65 not only require more hospitalization but stay
longer. In Barnes Hospital, Medicare patients now stay 4.2 days or 42.49, longer
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than non-Medicare patients. The ancillary service billings are $97.00 more than
the average non-Medicare patient. Thus, with rising costs, some borderline pa-
tients face serious financial problems.

In addition, the traditional charity given by large private hospitals is not as
effective as formerly for two reasons. First, the same dollar amount will not buy
as much medical care and, second, the government policies will not permit these
costs to be included as part of legitimate overhead charges. It seems to me that
this particular reimbursement policy might be re-examined.

Yours sincerely,
WirLLiaM H. DANFORTH, M.D.
Vice Chancellor for Medical Affairs.

STATEMENT OF HOWARD C. OHLENDORF, CHATRMAN, PLANNING COM-
MITTEE ON AGING, HEALTH AND WELFARE COUNCIL OF METRO-
POLITAN ST. LOUIS

~As Chairman of the Planning Committee on Aging of the Health and Welfare
Council of Metropolitan St. Louis, I was asked by the Honorable Alfonzo J.
Cervantes, Mayor of St. Louis, to prepare some brief comments regarding prob-
lems, as I see them, of the cost and delivery of health services to older Americans.

I have had contact with a number of individuals in the past few months regard-
ing generally the problems of the elderly. The Health and Welfare Council is
conducting a program sponsored by a Title III grant from the Older Americans
Act. This program, called Aging Information and Direction Service (AIDS), is
one of providing information and referral services to older adults. I could cite you
case histories regarding some of these problems, but in the interest of time, I will
merely describe the problems as I see them.

‘With the advent of Medicare, older individuals qualifying under the program,
who previously used the out-patient clinic services provided at City Hospitals,
are now billed the full fee for a clinic visit, whereas prior to Medicare, they were
billed approximately one-eighth of this amount. This is very frustrating to many
of them who are living on reduced or fixed incomes and cannot afford to pay this
fee. Once the hospital has billed the patient in the amount of the $50 deductible,
they are no longer billed for services. They are, however, charged the 209, of the
full clinic fee at each clinic visit. If the patient could not pay the $50 deductible
fee, or the following 209, this is collectable under Medicare as a bad debt. It
would seem that some different way of handling this situation could be arranged
to alleviate the personal suffering and worry on the part of the older patient.

Another problem that still faces us is in the area of nursing home care. The
quality of much of the nursing home care available today still leaves much to be
desired. A nursing home can be licensed by the State of Missouri as a profes-
sional or practical nursing facility. At the time the inspection of the home for
licensure takes place, the home may meet staffing standards. However, one
month after licensure, staffing may change, which means an inadequate staff
available to provide needed and requested services. This is an unfortunate situa- -
tion and I recognize the many problems involved in staffing nursing homes today,
but I do feel that something should be done to more adequately insure that a
home which is to receive payment for a certain quality and quantity of care, is
qualified to provide that care. This might be in the form of inspection teams,
which would periodically inspect these nursing homes on an unannounced basis.

There are.nursing homes in operation in Missouri and St. Louis which have
repeated and numerous violations at the time of their “regular” inspections by
authorities. It seem that it is very difficult to revoke the license of a nursing
home operator. When the inspectors do find a situation which warrants and al- -
lows them to bring action against a nursing home operator, only the violations
found at the last inspection are permissable as evidence. The past history of the
operation of the home, no matter how deplorable, is not used. It is possible, also,
for operators to obtain continuances for lengthy periods of time, meanwhile con-
tinuing to operate their home in a2 manner which does not meet standards. Some-
thing needs to be done about this where there is federal money involved.

It is also brought to my attention that in many cases medical records kept in
the nursing home may not be adequate to insure the patient a continuity of
quality care necessary to promote their living in as optimum a situation as their
illness or disability will permit.
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Some provision should be made to insure that each patient ir an extended care
or other nursing facility have a medical and social re-evaluation and diagnosis at
least each year. This is required for those patients receiving Medicare payments
but for those on public assistance, this may not be the case. It would seem that
far too often an individual patient is diagnosed and evaluated upon admission
to a home and cared for on the basis of this diagnosis for too extended a period
of time, even though their medical situation might have changed during this time.

We have tried in this country for some time to promote the idea that when an
older person goes into an institution, he be made to feel that this institution is
in fact his home while he is there. Nursing home, homes for the aged, and domi-
ciliary care facility operators have come a long way in recognizing the need for
this kind of philosophy of care. Now we have a situation in which an extended
care facility may provide both a residential and domiciliary care facility and a
nursing home facility. Suppose a person living in the domiciliary facility could
benefit from some home health services. Could not these home services be pro-
vided to them in the domiciliary facility from the nursing home facility. This, I
believe, needs some clarification and redefinition.

We have many elderly living in public housing projects. Getting services to
people in public housing would seem, at first glance, to be an easy matter due to
the fact that you have such a large number of clients living in close proximity.
This does not always prove to be the case. The problems of people in public hous-
ing are of such a magnitude as to be overwhelming. One is struck by the amount of
difference which exists between public housing designed specifically for the
elderly and public housing designed generally for the total community. For ex-
ample, in public housing for the elderly, the elevators stop on every floor, and
there is more community space available. I ask you, is this disparity desirable?
Suppose an older person lives in public housing where the elevators may not
stop on every floor. If this person becomes ill, they may be requested to climb
many steps in order to get to and from their apartment and the services in the
community which they may require. Of course, for some medical reasons these
elderly can have their apartment changed and be placed on a floor where they
have access of an elevator, but I submit to you, gentlemen, that this reshufling
of human beings in degrading and frustrating. '

Another problem which I would present to you today is the one of the older
person’s ability to travel distances to get to services they need. We have facilities
in a metropolitan area designed to provide services to many of our elderly, but
whether the individual can get to that service is another matter. I am sure we
have heard time and again about the need of localizing services. Providing serv-
ices where people live is of great importance.

There is still much confusion on the part of the elderly about Medicare benefits.
A need still exists to acquaint them with their rights under the legislation. Many
elderly still fear to utilize services available under the new law.

A common complaint of older persons is that the cost of various services has
gone up since Medicare became operational. Until they reach the $50 deductable
limit, this causes a hardship in many cases.

I do not envy the task of this Subcommittee but believe me when I say that
you have my sincerest support and best wishes for finding solutions to some of
our country’s most pressing problems.

JEWISH CENTER FOR AGED,
St. Louis, Mo., June 16, 1967.
Mayor ALFONSO J. CERVANTES,
City Hall,
St. Louis, Mo.

DeAR MAYOR CERVANTES : I hope that this letter is received in time, by you, for
submission of your testimony to Senator Smathers’ Committee.

The thinking expressed in this letter is part of the problem which I reviewed
in my letter to you of June 9, 1967.

The legislative definition of “a spell of illness” is very detrimental to the bene-
fits of many elderly people of advanced age who cannot move from a nursing
institution or an Extended Care Facility. )

A resident of such an institution who becomes acutely i1l at the beginning of
the year and is hospitalized, say for the maximum of ninety days and then re-
turned to the Extended Care Facility, say for a maximum of the one hundred
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days benefits, cannot become eligible again during the year for any hospital
benefits unless transferred out of the Extended Care Facility or nursing home to
a domiciliary center for sixty days.

As I mentioned, such transfer would be detrimental, and in many instances,
dangerous to the health of the advanced chronically ill aged. As a result they are
not able to end “a spell of illness” and lose the benefits mentioned in the Medicare
Law. .

This inequity has become quite obvious and serious, and many efforts have been
made to secure legislative change; but to no avail.

I hope your testimony can emphasize this point and help secure remedial
legislation.

Sincerely yours,
SAMUEL ZIBIT,
Ezecutive Director.

THE CARDINAL RITTER INSTITUTE,
St. Louis, Mo., June 8, 1967.
Hon. ALroNso J. CERVANTES,
Mayor of St. Louis,
City Hall,
St. Louis, Mo.

DeArR MaYor CERVANTES: A giant step has been taken to enactment of Medi-
care legislation in bringing to the older people within society the quality and
quantity of medical and health care which is their right.

The exposure and services provided by the Medicare Program have enabled us
in our activities to experience and appreciate the enormous benefits being made
available to society. However, in addition hereto it is focusing our attention on
numerous additional aspects of health care needs which must still be considered.

One example might be elimination of all deductible and co-insurance features
of the Medicare Program, removal of waiting period and deadlines for enrollment.
Deductibles form barriers to needed care for those least able to pay.

Secondly, extension of coverage for drugs regardless of their association to
hospital confinement.

I hope these comments will be of some help.

Sincerely,
REV. ROBERT P. SLATTERY,
Director.

Mr. Orror. Now, I call the last witness, Mrs. Mary Guiney, who is
project director for Project Well-Being in Detroit, Mich., and plan-
ning consultant on aging to the United Community Services of Metro-
politan Detroit and who has so many honors and a history of work on
the project relating to the elderly and others in need of health that we
will insert this description we have in the record.

(The information follows:)

.

BroerarHICAL NOTES ON MARrRY K. GUINEY, ACSW, PLANNING CONSULTANT,
SERVICES TO THE AGING, UNITED COMMUNITY SERVICES OF METROPOLITAN DETROIT

The welfare of Senior Citizens has commanded the devoted energies of Mrs.
Mary (Molly) Guiney for more than a quarter of a century. Regarded as one
of the nation’s foremost authorities on the aging, she has been Planning Consul-
tant for Services to the Aging, United Community Services of Metropolitan
Detroit (UCS), since 1953.

Mrs. Guiney’s major responsibility currently at UCS is as administrator of
Detroit’s “Well-Being Project for the Aging”. Regarded as a “first” in the
nation, this Project was launched in June, 1964, as a three-year demonstration

program to help older people maintain their health and precious personal in- -

dependence in their own homes. It receives its major financial support from
a U.S. Public Health Service grant and is being carried out in three geographic
areas of Detroit which was high concentrations of older residents.

A native of Rochester, New York, graduated from the Rochester Institute of
Technology and later completed studies at the New York School of Social Work
at Columbia University.
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Her broad experience and knowledge of the needs of older people was gained
in both public and private agencies in Detroit. When the Bureau of Social Aid
was established in 1940 in Detriot, she was named its supervisor and given the
job of organizing it. During the years she remained with the agency, Mrs.
Guiney administered old age assistance to many thousands and was responsible
for licensing convalescent and other homes for the aged.

Prior to joining the Bureau of Social Aid, Mrs. Guiney served in a supervisory
capacity with the Emergency Relief Administration and was general case super-
visor for the Public Welfare Department of Detroit. Her first position was as
a home economist with the Visiting Housekeepers Association in 1919.

She serves on both the Michigan Commission on Aging and the Mayor’s De-
partmental Committee on the Aging. She is a past president of the Detroit
Chapter, National Association of Social Workers, and holds memberships in
several state and national organizations, including the American Public Welfare
Association, the National Committee on Aging, the Michigan Society of
Gerontology, and the National Society of Gerontology, Inc. She was a delegate
to the first White House Conference on Aging, called by President Dwight D.
Eisenhower in January, 1961.

Honors: Community-wide recognition of her efforts on behalf of the aging
was accorded Mrs. Guiney in 1958 when she was named “Woman of the Year”
by the Detroit Soroptomist Club, and again in 1965 when she received the
“Award of Merit” from the Detroit Chapter, National Association of Social
‘Workers.

Mr. Orror. We are very happy to have you here today.

STATEMENT OF MRS. MARY K. GUINEY, PROJECT DIRECTOR AND
PLANNING CONSULTANT ON AGING TO UNITED COMMUNITY
SERVICES OF METROPOLITAN DETROIT

Mrs. Guiney. Thank you, Mr. Oriol.

I am honored to be here and I thank you for the opportunity of
allowing me to come. I apologize for the public relations department
in sending that stuff out without letting me see it. A lot of the material
really is, I think, just for windowdressing.

I have prepared a very short narrative report of this project and
I will try in the time allotted to offer some clarifying comments and
some examples about the Well-Being project.

We will in the next few weeks be preparing a full 3-year report of
the project.

I would like to refer to how this project came about. It was a com-
bination of circumstances. The determination on the part of the
metropolitan Detroit committee, to undertake the project was a cul-
mination of 10 years of concerted effort to achieve its objectives, of
finding and helping older people where they are and when their need
arises, through other means.

It is unusual, of course, for a voluntary community planning body
to provide direct service. In spite of the significant list of programs
which were promoted, encouraged, and given financial support by the
United Community Services, we found that the missing link in all of
them was a way to reach and know older people before they became
the statistics which we are all so familiar with, the newspaper stories
of them being found dead, of fires started by the frail, of the exploita-
tion of their resources by promoters of schemes of all kinds, and so on.

Tha project is a direct individualized service to the aging people
who live in three geographic areas of Detroit, where the Detroit Hous-
ing Commission in its Department of Urban Renewal and Housing is
carrying out neighborhood improvement activities. The core of the
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service, which is called a sociomedical service, is a team of social work-
ers and public health nurses on loan from the Visiting Nurses Associa-
tion, who work directly with older people in their own homes.

They give nursing care and social services which are aimed at help-
ing them to remain independent and avoiding or delaying unnecessary
placement in institutions. They work with them on an intensive basis,
covering a wide variety of problems.

Some of the older people are alone and have no family ties. Others
are alienated from their families because of what the families call
“their ways”.

The staff people work with the families as well as with the older
individuals. Some of them are financially independent, but do not know
how to go about getting needed services. The problems which we deal
with include financial, transportation, senility, social isolation, ill
health, protective care, and guardianship.

Many have difficulty in finding proper housing, as they face eviction
from their homes in the central cities because of condemnations brought
about by the urban renewal, homes which they often occupied since
they went into them as brides and grooms. Also, they have di£culties in
taking care of their homes because of the infirmities of old age.

They are, in the main, those people whose health and social needs
are not met by existing agencies in the community. They include, of
course, the very elderly, t%le crippled, the recluse, the nonjoiner and
they are people who have remained for the most part unknown and
unseen.

The services of the Well-Being project includes such things as finding
doctors. Doctors really are an essential part of the team. They find
doctors in the community who will make home calls. They secure house-
keepers, themselves turning in on occasion to do some cleaning, some
cooking. They give nursing care, from simple things like chipping
toenails to intensive care. They ride in the ambulances, take them to
the old age assistance office, help them to fill out forms for medicare,
deal with emergencies, go to court, taking guardianships, find volun-
teers, et cetera.

The teams, as I have said in the statement, employ the oldest tech-
niques of the trade. These techniques were employed long ago by the
Curés in old France who went up and down the streets doing good, and
by the workers in the early settlement houses in this country, who also
went up and down the streets. But these practices have now fallen into
disuse as professionals of all kinds have become officebound.

They wait for people to come to them and to be able to tell what their
problems are and then to respond to a request for service.

The lessons which we have learned in the project we believe can be
applied in rural as well as in other urban communities. in fact, they can
be employed wherever older people are.

The other witnesses here this morning have referred to the need for
providing services for the ambulatory in their own homes, whether
it be in group medical practice or other forms of cooperative services
established in the community.

Dresme 10 STAY AT HOME

We have confirmed what those who work with the aged already
know, that regardless of advanced age or of economic or social status,
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there is a fierce desire to remain in a dwelling of one’s own, among
familiar and treasured possessions, even though they may be broken-
down chairs or old china cups without handles.

The major thrust of the project is to help the elderly achieve this
goal of remaining in their own home even until death, i1f possible.

One of the lessons we have learned is that there is an advantage of
being in the neighborhood. The home visits and the store front offices of
the project add a new approach to helping older people. The workers
have become familiar figures as they go up and down the streets and in
and out of the homes. They are viewed by the community as friends,
as well as competent professionals. '

They can be compared to policemen on the beat, but the policeman
on the beat, of course, is a thing of the past.

The staff team works in the here and now, they do what has to be
done. They can always be reached. There is a secretary-receptionist in
each office who knows where the workers are at all times. The offices
have become sort of local institutions, something like the bank and the
post office and the stores.

As the elderly go by to get groceries, to mail a letter or whatever,
they often stop in to the neighborhood office to chat or to rest. Many
of them serve an important function. They tell us when they know of a
neighbor who is sick or in trouble.

GEOGRAPHIC BARRIERS

Another lesson which we have learned is that there are disadvantages
to placing geographic limitations around services. A substantial num-
ber of the calls for the Well-Being staff have been for people who live
outside of these prescribed areas. They come from relatives and friends
of those who have been helped by the project, they come from public
officials who get letters, especially during campaigns. They come from
newspapers. Many come from Action Line, which you may be familiar
with in your own paper. They come from other agencies and hospitals
who can find nobody else to do the job.

The visiting nurse coordinator in one of our major hospitals appealed
to the Well-Being proiect as a “last, resort.” She had called evervbody
in town without results. A patient in her seventies had had surgery for
terminal cancer of the bladder. She had been told by the doctor that she
could 2o home, which she loneed so much to do. if a way could be found
to take her to another hospital in another part of town every day for
several weeks for cobalt treatments.

The nurse and social worker went to the hosnital the same day and
talked with the patient and with the doctor. They assured them that
they would follow through with doctor’s orders and they would take
her for treatments themselves until another way could be found.

She was released the next day and the social worker and the nurse
went to the home. The nurse drove her to the hospital that first day
and the social worker arranged with a sister who lived nearby to come
into the home and stay with the patient. The nurse was able to arrange
with the cancer society to take up the daily trips. from there on.

The conclusion is clear that we cannot confine the kind of service
of the Well-Being project to any geographical boundary.
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In the same category are people who are under the prescribed age
limits. This, too, has been found unrealistic. Human needs are univer-
sal; ill health, loneliness, lack of knowledge of rights and resources,
are found in people under 65 as well as over.

Men and women in their fifties, still trying to work, have the same
problems as their older brothers and sisters. While these problems are
not as frequent in the younger groups as in higher age levels, they
cannot make a go of it without help.

In fact, a consultant of the National Council on Aging who recently
did an evaluation of our project suggested that consideration be given
in the future to extend this kind of neighborhood-based services to all
categories of persons in the neighborhoods with emergency needs.

We have found that there is a high value in giving immediate at-
tention, especially in situations where health problems exist. A sub-
stantial portion of calls which come in for Well-Being service are of
the nature which require immediate attention. In order to accom-
modate this kind of what someone here has referred to as “putting
out the fires” service, the workers have ignored hours and left their
home telephone numbers where they could be reached after 5 and
over weekends. Broken fingers or broken hips do not conform to any
time schedule.

Mr. Orior. I ask just what the average age is of the people who
participate.

Mrs. Guiney. The people who are participating range from about
53 to 95.

Mr. Orior. Did you discover that there were special benefits in
getting mature people in this age group ?

Mr. Guivey. Of getting

Mr. OrioL. Benefits. Did you discover they were more effective
than younger people might get ?

Mrs. Guiney. Well, we found that in the younger aged services did
not have to be so intense or provided for a long time. Actually with
a little lift or a little change or less intensive services, the cases could
be closed. Then by continuing acquaintance with them and occasional
contact, they would do all right.

Mr. Orror. What was the training for the participants? How were
the people trained to do the sort of thing you are describing?

Mrs. Guiney. You mean, the social workers and nurses or the
older people themselves?

Mr. Orror. The older people themselves.

Mrs. Guiney. Well, they have established a series of meetings on
health education. These meetings are held regularly in the community,
in churches, libraries, or schools, and experts from the medical pro-
fession speak on caring for the feet, diabetes, glaucoma and cancer
and the rest.

Old people learn from them something about the need to protect
their health, some ways of caring for themselves, some ways of caring
for their sick relatives in their own homes. They have a chance to ask
questions and believe me they do ask them. :

I remember recently when we had the director of the Dental School
of the University of Detroit come in to talk about care of the mouth
and teeth. Of course, many of the teeth were of the store variety.
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Senator WiLLiams. What does that mean ?

Mrs. Gumvey. I mean that they were false.

Senator Wriams. False teeth.

Mrs. Guiney. They asked many questions, everything from mouth-
washes to “were electric toothbrushes better than the other kind?”
and so on. ’

These meetings are helpful not only in providing information and
knowledge and 1n stimulating them to think and to take action on their
own behalf, but they also have a social experience. They get dressed
up to come to the meetings and then there are always cakes and tea
and an opportunity to visit after the educational part is over.

As one elderly lady said, “they don’t just teach me to dance and
play games, they give me some real knowledge.”

Mr. OrroL. Would you just describe what one of your store front
offices is like and some of the services that are available there?

Mrs. GuiNey. A storefront office is the kind you see along the main
street in these small communities. ' '

Senator WiLLiams. Small communities. What do you mean, “rural
communities”?

Mrs. Guiney. No, small neighborhoods within the big city.

Senator WiLLiams. Within Metropolitan Detroit ?

Mrs. GuinNey. Yes, the storefront office has the name of the mayor
on the window and the housing department is working to try to up-
grade the physical aspects of the community, to.get the supermarkets to

build on vacant property there, to get smal)I’ business places to put new
" fronts on their stores, and residents to put up new fences around
their houses, to paint up and fix up.

They are really small offices, but most of the work is done from
out of the office rather than in the office, although the older people do
stop in as they go by on their way to the merchants or whatever.

Does that answer it about the storefront ?

Mr. Orion. Yes. Thank you. .

Mrs. GuiNey. We found, I think, that.one of the major advantages
of this kind of a decentralized service is its flexibility. We have no
formal structure to delay the delivery service. The clients are seen
without any kind of a,pp{ication or without appointments. Informa-
tion and referral services are being multiplied over the country. We
have a very good one in our own community supported by United
Community Services. Many existing agencies also provide these
services.

They are effective in telling the older people where the other re-
sources are but, this does not guarantee the delivery of service. Our
experience is that you cannot just tell them where the Detroit River
is or where the hospital is, but if they are going to get service there,
you have to go with them and help them to actually get the service
or you have to bring the service to them.

I think of a client who was a highly emotional, volatile severe dia-
betic, woman of 65 with a heart condition. She had just been told by
a young doctor at General Hospital that she was rapidly going blind.
She began a round of visits and appeals to agencies, 18 of them in all.
She made unreasonable demands, she was abusive, but. what she was
really seeking was some help in trying to face the terrifying experience
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of losing her ability to see, on top of all of the other physical prob-
lems she had.

Each one of these 18 agencies referred her on to some other agency.
A service for the blind gave her a white cane. They told her to go to
Catholic Charities. Catholic Charities sent her to Family Service. On
and on she went until she finally got to a young councilman in the
city hall where she had gone to see about paying her taxes.

This ‘councilman was also a professor of sociology at one of our
universities and he listened to her, let her talk, let her threaten and
then referred her to the Well-Being project.

When we went to the home to see her, she met us at the door with a
gun. She said “there is no need of coming in here unless you can do
something for me” and then she held forth for almost an hour, during
which we listened. Then as we listened, we tried to hear what she was
saying.

V%aghea,rd her plead to have the benefit of the Reader’s Digest. She
said she loved the Reader’s Digest. She had not been able to read it for
4 months. : '

In this we saw something tangible that we could do something for
her that might inspire her confidence in us. So we went out to the
Library for the Blind and got a talking book apparatus and 4 months
back issues of the Reader’s Digest. This gave her a feeling that some-
‘body did care about her. We were able to continue to work with her, to
get, her to go for regular checkups to the doctor, and to pay attention
to her diet. Although she is still abusive at times, she comes to the
health education meetings and she is behaving pretty well.

We find that this storefront decentralized kind of structure——

Senator WiLLiams. Could I interrupt?

Mrs. Guiney. Yes.

Senator WirLiams. She went the whole gamut of the social service
agencies. Why was it that they could not help her? Fortunately she
ends up with your protective—— -

Mrs. Guiney. Well, maybe I can take this case and follow it through
for you. Most agencies have a specialized function and it often takes
many kinds of service to solve one problem.

Senator WirLiams. They were not staffed for this particular kind
of service?

Mrs. Guiney. When she went to the hospital clinic for a diabetic
checkup, the young doctor who discovered that she was losing her
sight tried to break this gently to her, and said, “you are going to be
eligible for a pension” for the blind. :

He referred her to the public assistance office, to apply for aid to
the blind. She was found to be ineligible because she owned two
houses—they were in urban renewal areas and not worth much—in
addition to the house where she was living.

She was referred to the Metropolitan Service for the Blind. They
gave her a white cane. She told them that she needed someone to sew
buttons on her husband’s shirt, because she could no longer do it and
she would like a young girl, a child, to stay with her, who could run
errands and do other things for her.

On the basis of this request, they sent her to the Catholic Family
Service. They are an adoption agency. She was told that people over 65
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are not eligible to adopt children and she was referred on. I forget
which one it was, one was a family agency.

Senator WiLLiams. For one reason or another, she was ruled out
at every step along the way. .

Mrs. Guiney. She didn’t fit in, and no one agency had the quality
of personnel, the time or didn’t consider it their function. )

Senator Wirriams. Until finally she got to city hall and then this
young man took the time to bring her into his office and let her talk it
out.

Now, is your entire budget furnished by the Public Health Service?

Mrs. Guiney. No, but it is the major source of support. The budget
is about $109,000 or $110,000 a year. Public Health Service has pro-
vided about $80,000 of that.

Senator WiLLiams. Do you have a Community Chest or United
Fund in Detroit ?

Mrs. GuiNey. Yes.

Senator WiLLiams. Areyou one of their recipients?

Mrs. Guiney. Yes. The United Community Services is the agency
which allocates funds raised in the United Foundation Drive to the
majority of the voluntary social agencies. It is a budgeting as well as
a planning agency.

United Community Services absorbed  certain bookkeeping, secre-
tarial and office expenses; the Visiting Nurse Association contributed
the technical supervision of their project nurses and the services of
therapists, nutritionists and so forth. This amounted to about $15,000
a year, and the Public Housing Commission contributed office space
and the help of their staff which amounted to about $5,500 a year.

It has been mentioned here today by the last speaker that he feels
very warmly toward the Federal Government, and so do I, because
without that grant from the Public Health Service we would never
have gotten this project off the ground. The competition for funds
by established agencies in the voluntary field has made it difficult to
initiate such a project. Some of these agencies have been child welfare-
oriented for 40 or 50 years, not recognizing the aged had problems.
They don’t want to change this. They still approach community prob-
lems in a traditional way and they are reluctant to establish a service
for the aged, because it takes away staff and personnel from their
major focus of service.

Senator Wirriams. I regret that I could not be here to hear all of
your testimony, Mrs. Guiney. How long has the Well-Being Project
for Aging been in existence?

Mrs. Guiney. It came into being on June 1 of 1964, as a 3-year
demonstration. Public Health Service funds ran out on the 31st of
May, United Community Services has allocated funds to continue the
service at its present level.

We will need to find new sources of funds because of the problems
that we have had to deal with, which are expensive, especially the
problem of guardianship and protective care. We found as we worked
with the older people that many of them were unable to manage their
own money.

The public assistance agency has been our largest source of referral
of people whose old age assistance had to be cancelled because they
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could not manage their money. Public assistance cannot take guardian-
ships for the people that they give the money to, so we went into the
business of becoming guardians.

This is expensive 1n terms of time and money and we will have to
have help to carry on these additional services which we had to incor-
porate in the project. : '

Mr. NormAN. Mrs. Guiney, is my understanding correct that at the
present your only source of income 1is the United Fund—Community
Chest ? :

Mrs. Guiney. The only source as of June 1.

Mr. Norman. Have you ever considered seeking assistance under
the Economic Opportunity Act? ‘

Mrs. Guingey. Yes, indeed, we did, Mr. Norman. We developed a
project some 2 years ago, but this never got off the ground. First of
all, there was not very much money coming into Detroit for the aged.
It was already spoken for for youth, as you know, and although we
had written up an elaborate project involving six counties, there were
so many different evaluations and committees of all kinds that this
number of jurisdictions simply stopped us from trying to get through.

The community action centers of OEO have cooperated in many
ways with the project staff, but you know that they have very little
money for comprehensive services to the aged. Recently Oakland
County OEQO was funded for Project FUND and we are very encour-
aged about this.

This will help to alert the community, will help to locate older
people, but we still have to have somebody to deliver the service needed
and this takes a high level of know-how.

Mr. Norman. Thank you.

Senator WirLiams. Do you have the support of the municipal city
government ?

Mrs. Guiney. Yes, indeed.

Mayor Cavanagh 1s a stanch supporter. There are letters in the
record, maybe I (%idn’t give them to you, Mr. Oriol, of support from
the mayor, from the public housing commission, from the Social
Security Administration who we worked with hand-in-glove in the
medicare programs.

We held numerous neighborhood meetings with the social security
representative there talking with the older residents, individually and
in groups.

enator WirLiams. How about the newspapers in Detroit, do they
help you?

Mrs. Guiney. My, they really do.

Senator WiLLiams. The Detroit Free Press?

Mrs. Guiney. The Detroit Free Press and the Detroit News. The
editors serve on the UCS board and planning committees. We have
had tremendous support not only from the major newspapers, but
from the little community newspapers. You know, this has been a
two-edge kind of blessing, because while it brings us greater com-
munity support, it also brings us an awful lot of business.

Senator WrirLiams. A lot of new clients?

Mrs. GuiNEY. Yes, new clients.

Senator WirLiams. That is my battle call, that bill.
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Mrs. Guiney. I just want to say one thing before you go, Senator
Williams. We have found in this project that we cannot overlook the
potentials and the skills of older people. These are the opportunities
which you promoted in the bills which you introduced and we have
had some success in the neighborhoods with this.

Just one example. We had a very wealthy old lady who lives in a
very expensive nursing home, but her family is away, far away. They
wanted someone to take her out in a wheelchair around the block, pin
a rose on her shoulder, pat her and make her feel that somebody cared
about her.

We found a retired nurse in the neighborhood who comes in at 2
o’clock in the afternoon, works 4 hours, just giving her these little extra
comforts. For this she is paid $10 a day. This extra money makes it
possible for her to live independently in her own apartment which she
would have had to give up if she didn’t find a job.

Senator WirLiams. You brought these two together, is that right ?

Mrs. Guiney. That is right. We have done this in many ways. We
brought a woman out of a convalescent home where she had been for
2 years after breaking her hip by finding another older person who
needed a home and a job to go in and become a housekeeper. I can’t
recall the exact figures, but it costs much less to care for her in the
house which she owned for 45 years and where she wanted to be.

It took the help of many otgers—the public assistance worker and
the neighborhood resources, including a group of teenage volunteers
who cleaned the house and cut the grass but, it served again the needs
of two people and it worked out very well.

Senator WirLiams. Well, yours is a very inspiring story of success,
help for older people that need help. You are in a settled major city
and as I glance through your prepared statement, you almost went
house-to-house to find older people that needed attention.

Mrs. Guiney. Yes, and we still do.

Rurar PossieiviTies

Senator WirLiams. Well, let’s hope that this example spreads
through other metropolitan areas in this country.

Now, let me just ask you this. How is this kind of service and atten-
tion and care going to be brought to rural older people? That is a lot
harder, I think.

Mrs. Guiney. Well, I don’t believe so.

Senator Wrrriams. I hope you are right.

Mrs. Guiney. We have had some experience in the rural areas, of
Metropolitan Detroit. We found that in a rural community some 50
miles out of Detroit, older people are absolutely homebound. There
1?n’t any way for them to get transportation to the nearest hospital
cliniec. :

There used to be a train and then that went out. Then there was an
interurban and that went out. Today there is a high level expressway
and you can’t thumb a ride on an expressway. There is no way for them
to get to needed services without a team of circuit riders who will go
to them.

Senator WirLiams. Do you have that?

Mrs. GuiNney. We have improvised it.
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Senator WiLLiams. Have you done that?

Mrs. Guiney. Certainly. We have gotten service to them. In rural
areas we have county health department nurses who make home visits.
If we can add other people to the team—we need lawyers. We need doc-
tors to make home calls; the whole community has to become part of
the team. Pockets of poverty exist in the rural areas as well as in the
central cities.

Senator Wirriams. Is this circuit rider described in your testimony,
that concept of going to the rural areas?

Mrs. Guiney. No, it is not. It will be in the upcoming summary

" report.

Senator WirLiams. We sure want that report. Your report will be
comprehensive of all of your activities?

Mrs. Guiney. Yes.

Senator WiLLiaMs. But, as you indicated, it is not only those who are
living with inadequate income, even a woman of wealth was in need.

Mrs. Guiney. A case example of the economically independent is a
woman of considerable wealth who was brought to our attention by
the social security office, OASDI. They called to say that this lady was
not cashing her checks. We went to her apartment and found a dirty,
crotchety, old gal dressed in a bathrobe and slippers. The bathrobe was
the kind that was made out of an Indian blanket that has not been
seen in quite a while.

She was reluctant to let us in. The caretaker said she would not have
a telephone. She kept sticking notes under other tenants’ doors, saying,
“You stole my check.” '

She was paranoid, she was accusing everybody of stealing things.
After the first visit we received daily calls from the landlady telling
us that she had lost her bankbooks. She could not find the records of
her safe deposit. As we gained her confidence by going there constantly,
and finding her papers for her we discovered that she was getting $800
every quarter from her stocks. That was quite an investment when the
dividend check is $800. We found that she had savings and checking
accounts in four different banks. She was a very wealthy woman, but
she lived like a pauper.

‘We took temporary guardianship with the help of a trust officer and
lawyer from one of the banks. Lawyers and judges serve on our ad-
visory committees and they help us to quickly become guardians. We
went with her to open the safe-deposit box. We found there letters
which indicated she had a brother in Spokane. We telephoned the
brother in Spokane, who was 92, but his wife was younger and there
was a son, a nephew of the old lady, who said that they would make
a home for her if we could get her there.

She agreed to go and to have us use her money to bring the nephew
from Spokane. We hel her to pack up her hearing aid and little
trinkets and to go back with the nephew to live in the home of the
brother and sister-in-law and is now cared for by her relatives.

She was inviting robbery and attack by writing notes indicating
that she had money and she could have been one of those casualties
you read about in the paper.

Human needs are easy to name, but they are difficult to serve, when
the frailties of the human frame make people inadequate, mentally
frail, physically frail, to carry on their own business.
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Senator WirLiams. Well, we certainly have responded inadequately,
and we certainly have not met the economic needs of older people, but
with our social security program, retirement plans, and pensions and
trying to update them to economic levels that are realistic today, we
still are left with human problems which money does not solve at all.

Mrs. Guiney. Yes; ang we still have the problem of helping the
elderly to take advantage of the great social advances that have come
about through the new legislation.

The medicaid program in Michigan is in a state of chaos. The person
who has no money and is on old-age assistance is protected by the title
XIX benefits, but the person with a few dollars too much—the medi-
cally. indigent—cannot afford. drugs or doctors. The brochure which
explains the State program says people with marginal incomes can
now get clinic services, drugs, and service from their own doctors—
but, because of the fiscal situation in Michigan, the appropriation was
stopped almost as soon as it began. . ‘

enator WiLiams. Well, the Governor would not permit that
would he?

Mrs. Guiney. I think he is the man who gave the order. It wasan
executive order. Of course, it was based on the amount of money which
it was going to cost, but it leaves the person who is solvent otherwise
without drugs and care if he becomes i]f.)

Senator WirLiams. I have to leave, Mrs. Guiney. I just want to
observe that the State of New Jersey that I come from was highly
honored yesterday with Governor Romney as a visitor, today with
Kosygin and the President.

rs. GUINEY. Yes.

Senator WiLLrams. Weare on the map.

Mrs. GuiNey. We have Governor Romney most of the time. We
don’t have the President very much. We do have a very great feeling
of gratitude for what this committee and this Government and espe-
cially the Public Health Service did in giving a direct grant to a local
nonprofit agency like ours, to make it possible for us to work so closely
in a;rtnelz%ip with both the public and private sectors.

enator WiLLiams. We are very grateful to you, I am sure of that.

Mrs. GuiNgey. Itisa thrill for me to come.

Senator WiLriams. Mr. Oriol and Mr. Norman would probably like
to keep this conversation going. As I said earlier, it is inspiring and
it gives us great promise for better days for older people.

hank you.

Mrs. Guiney. This is a rewarding kind of job, although it is hard
work and often frustrating, it is a very exciting opportunity.

Senator WirLiams. We are the only special committee of the Senate
and we have to be reinstated every year, but this kind of testimony,
I think, will show the importance of the work we are trying to do in
cooperation with you.

rs. GuiNey. It is reaching out to those who fall in between the
services of other programs.

Senator WiLriams. Thank you.

Mrs. GoiNey. Thank you.

Mr. Orior. Mrs. Guiney, have you concluded your presentation ?

Mrs. Guiney. Well, I think mainly I was going to talk about the
need to involve the total community, as I mentioned, from the barber
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to the banker, from the merchant, from every person in the commu-
nity, from the volunteer, the young mother with a station wagon to
haul her six kids who comes and picks up our older people, from the
professional people, the doctors who will make home calls in spite of
their personal feelings about medicare. This disappears when they
are confronted with an older person who is sick—the firemen who give
up their card e for 15 minutes, and go across the street with a
ladder to take down the storm windows of an old lady who could not
possibly get them down herself.

So every aspect of the'community is part of the team in a way. This
makes support not only for the community, but it opens up many
tangible resources for us. When a banker on one of our budget com-
mittees heard about individual cases, he remembered that he had a
small trust fund of $2,500 which had been left in an estate to help
needy old people. He said, “You can help me find the needy people.”

e will be able to put a new fence around a haunted house in the
downtown area where an old lady lives alone with her dog. The kids
in the neighborhood broke down the old fence, and the dog got loose.
He was her only protection. A fence will keep the dog in and the kids
out.

We can get some needed dental care for an elderly woman who for
2 years has been going to the public clinic for a sore mouth. She had
gotten a new set of dentures—I should not have said “store teeth,”
before, but they never fit her mouth and her mouth continued to be
sore. She has a serious fungus condition in her gums, We have no way
of getting this expensive treatment except through a special fund.

Money is often needed to call an ambulance or to pay a gas bill
when the gas has been shut off. The utility companies have been very
cooperative in prolonging shutting off dates if we can find the resource.

The telephone company contributes gifts and clothing.

One of the banks gave us a dozen baskets for Easter. Each with a
10-pound ham, 5 pounds of sugar, and large packages of food that one
older person or two could not use all summer. We took the baskets to
a little supermarket in the neighborhood which repackaged the food
in smaller quantities, and we were able to give Easter baskets to twice
as many people. They also deliver. This 1s the kind of cooperation
which comes from being an institution in the neighborhood.

- NEED FoR A “Hun” ORGANIZATION

Mr. NorMaN. Mrs. Guiney, it seems to me you are making a very
important point here if I understand your point. It is my understand-
ing you are saying there are perhaps in many communities resources
and sources of assistance for elderly people if there is an organization
to tap these resources and to bring the resources together with the
elderly people, and that by organizing a group like your Project Well-
Being, it makes it possible to find these resources and to make them
available to the older people.

Mrs. Guiney. This is really the hub of it all. It calls for a competent
staff who can make independent decisions without calling up the cen-
tral office and asking a consultant who is at least one step removed from
the older person and the community resource. :
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You have to be on the spot, to be known in the community. If you
.are downtown in a big building the older person thinks that he can
never get service if he has to call up and wait for appointments and
make out applications. ‘

There is a close cooperation with the public assistance agency. One
of the old age assistance staff referred to the project as his left arm
in serving his clients. Michigan did not implement the Social Security
Amendments of 1962 which provided matching funds for increased
services to aged recipients. The project has helped in many ways not
only those receiving assistance but in helping those technically eligible
to apply for help. Many need protective care previously referred to.
This 1s not available in Michigan and we cannot provide this with
voluntary money alone.

Mr. Orior. Mrs. Guiney, on the subject of organization, the National
Council on' the Aging report on your project concludes with the
recommendation: '

It is recommended that a special autonomous sociomedical agency be organized
to receive and disburse funds for the continuance of the Well-Being Project for
the Aging. This agency should be metropolitan in character, should have repre-
sentation from the professions of social work, nursing, medicine, and law ; should
have a built-in research function for continuing self-analysis and evaluation;
and should be capable of estimating close working relationships with all other
on-going services of the community.

This new agency should continue to experiment with ways of improving and
meeting unmet needs.

Now, you remember the question I addressed before to Dr. Roemer
and to Dr. James. They were describing health services of the future
and how they might be reorganized to serve the elderly better.

Now, you have made it sociochealth, because the two are intertwined.
In fact, health becomes the wedge that helps you do other social
services.

This sort of central special agency to do this, do you see this perhaps
as the nucleus of the kind of things that Dr. Roemer and Dr. James
were talking about and that you as a person who has worked over a
quarter of a century in Detroit on social problems, do you see this as the
sort of thing that might work in many places?

Mrs. GuiNEY. Yes, it seems to me that the combined skills are very
effective, and I would like to see an independent agency to develop this
concept more fully—dental problems are acute—we almost had a dental
service in connection with the project. The University of Detroit Dental
School applied for a grant from Public Health Service to work out of
our neighborhood office. It was approved but in the meantime the man

who was the spearhead, left the university and the funds were not taken - °

up.
Leadership is terribly important and you have to have the right
climate and the people have to believe in it. :

Mr. Orior. Would a formal government agency help develop this
kind of thing or might it discourage it ?

Mrs. GuiNgy. In the community, you mean? Well, I think the local
government agency is so overburdened with what they have to do now
with shortages or personnel, with the constant changes and regulations
in the law, with the traditional requirement of determining eligibility,
I know that the state department of social services recognizes the need
for service, and wants it.
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Mr. Orior. What I was talking about was the kind of agency that
could do what you had done. '

Mrs. GoiNey. You mean a government agency ?

Mr. Orior. A government agency that can get social workers to-
gether, get physicians and lawyers and so forth to forget the old cate-
gories of trying to fit people into different programs and to make the
program more flexible to meet the needs of the people.

Do you think a government agency, when supported by a private

‘agency as you have and all the support you have built up—I think

you can take credit for having built in that climate or created the kind
of climate in which this would work—given all this, could a government
agency be a good innovator and work with what we already have?

Mrs. Guiney. I am sure that Government agencies can be good
innovators. In fact, I think they are becoming the major innovators.
You know, it used to be that the private sector. of the community be;
and experimented and innovated a program and then it was taken
over by Government. For example: the private agency used to give
the financial relief. It was then taken over by Government for many
reasons, but it seems to me today it is the Government that is doin
the innovating. They have the vision and they have the concern a,ng
they have, of course, knowledge and funds.

Then, of course, when they pull out, it is difficult for voluntary funds
to foot the bill. The aging come in last in the race for: local vofunt,a,
money because funds raised in the United Foundation Drive are al-
ready spoken for by established agencies.

Revationsaips To HosprraLs

Mr. Orror. Mrs. Guiney, it seems to me you do a service by giving
home care and not adding the total burden of hospitals. Do you, in
turn, get ration from hospitals in speeding their processing on
people who do have to go? In other words, do they feel that because
they have you to support them, they know that they can get a person
out of the hospital faster?

Mrs. Guiney. Yes, and we work with them. They call us. I think
I mentioned one case. In turn, we can call the hospital. The other day
a 94-year-old woman had a severe coronary, and was taken into the
hospital.

S%e lived in a home for the aged. Although the doctor was ready
to release her, she could not be returned to her former room in her
present condition and the family was desperate to know what to do.
The hospital, agreed to keep her for 3 or 4 more days until we could
make a plan so that she would not die on the way.

The nursing homes will do this, too. We work with nursing home
administrators, who, if we are trying to make a home plan, will keep
a patient for a few more days. Hospitals are, I think appreciative of
our service.

Henry Ford Hospital is our big group practice hospital. They have
called us, to help persuade people to accept the kind of care that they
are prescribing, because we know the person.

e social service department and the doctors work within the
hospital, and patients go to the hospital to see the doctors.
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We had an old lady and she was cong)letely broke, }})loverty-stricken
who had had open heart surgery at Henry Ford. The doctors were
interested in her, and she wanted to see them. After a joint confer-
ence with the doctors, and the social service department two doctors
went out to call on her.

These things are not spectacular. They just come naturally when you
are working closely with the services in the community.

Mr. Orror. Would you not say that is the big ingredient here,
concern ?

Mrs. Guiney. Somebody who cares.

Mr. OrioL. I also want to ask about physician attitudes. Did you
have any plan at the beginning of your program or because of your
long years of cooperation did you find that physicians were very
receptive ?

rs. GuiNey. We had the fortunate circumstance in.having a very
well-known and highly respected private physician as the chairman
of -the committee on aging of which I am the staff consultant.

Mllc‘l Orror. You dohave widespread support throughout the medical
world.

Mrs. GuiNey. Yes, throughout the medical world. The fact that
the medical men were interested in this service has brought us a great
deal of cooperation. Actually, we have gotten doctors to make-home
calls like those from the hospital and to see patients after hours. This is
another thing that I think we must not lose sight of, the time limits
of service.

We have learned so much from medicine about responding to need
when it happens. We have to consider some way of providing 24-hour
service through some kind of a telephone answering service or making
staff responsible for certain weekends, certain times, so that we have
coverage 7 days a week, 24 hours.

I think we have learned this. Doctors have to be available when
crisis strikes, so do other services.

Mr. Orron. I think you explained that, given us a good under-
standing of it.

Have you ever tried to make an estimate in dollars of how much
your kind of service can save simply by keeping a person out of the
hospital, for example? .

Mrs. Guiney. Well, I don’t have the facts and figures but we can
prove it is much less costly to keep people in their own homes even
1f we pay fulltime housekeepers in cost of dollars than in a conva-
lescent home. We have cases that will demonstrate this. Under Medic-
aid, the public department will pay in our city $375 a month for nurs-
ing home care and some of it is less than high quality. This is a profit
business, of course, and while there are some very good ones, there are
some that are not very good.

Mr. Orror. Can you tell us ofthand about how many people?

Mrs. Guiney. I would say that we have had between 9,000 and
10,000 contacts.

Mr. Orion. Approximately how many people were involved in giv-
ing'that service.

Mr. Guiney. Well, we have a staff of seven.

Mr. OrioL. Seven?
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Mrs. Guiney. We have three social workers and three nurses, a
team of two in each office, and then we have one roving social worker
who is a troubleshooter whenever one office is overworked and with
cause.
~_ Mr. OrioL. Have you ever thought of doing what Operation Reason

does in Baltimore—that is, enlisting several of the elderly people liv-
ing right in the neighborhood to come to do some of this outreach
or policemen-on-the-beat sort of thing?

Mrs. Guiney. Yes, we have and it%las been a major concern of ours
to do it. I think you can understand that in the administration of this
project we wanted to learn as much as we could—we felt that it was
important for the professionals to give the direct service—simply didn’t
want to spread ourselves too thin to take on another project.

Mr. Orior. But now if you could have a stage 2 in this project——

Mrs. Guiney. We have been talking about this for 3 years and the
committee is very concerned with this very aspect. We now have an
on-goin% plan. If we can have an on-going agency, as recommended,
with a basic source of community support, then we can try to get
project grants for other projects. We cannot exist just on projects
alone. With a basis of operation which is supported by Government and
the local community. We could undertake what we call a home helper
service.

They are already alerters, the old people are a big source of referral.
Of course, they refer their relatives in Illinois and Cleveland and all
over Detroit.

Incidentally, we meet those needs. But we can use the older people
and we can also use the assistant to the professional, but they have
to be under the guidance and the supervision of someone with an aw-
ful lot of know-how and an awful lot of moxy. In other words, a
skilled professional.

This 1s the next thing that we want to concentrate on, the use of
the older person recognizing his abilities, giving him an opportunity
not to just deteriorate because he has no decisions to make. There are
many able people.

Mr. Ortor. In the Williams bill you placed before——

Mrs. Guiney. What happened to it ? ’

Mzr. OrioL. I believe it will be the subject of hearings very soon. As
soon as another bill is cleared on that committee, I think they intend to
turn to that.

Mrs. Guiney. It would fit our program perfectly, but you see, we
could not divert the time of the professional staff during the demon-
stration. We didn’t have enough time to promote this kind of thing.

Mr. Orior. That is one of the purposes of the bill, to give you just
that extra bit of assistance. '

Mrs. Guiney. Yes. Then if we could get moneys to do this, we would
have to have an administrator because this takes administration. This
kind of program takes time. It takes knowledge of the person you are
going to send out to serve the other older person and it takes work
with the person who is going to be served in order to bring the two
together.

It just does not happen and you can’t push a button. We tried this.
Years ago we felt that we learned from one of our many studies which
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are gathering dust that older people wanted to work. We set up an
employment project with the employment security commission, the
telephone company, and our office. Every day in the front page of
our newspaper there was a block prominent on the front page, which
said “To employers: Would you employ an older worker ¢ If you will,
call this number.” T

The telephone company gave us instruments that would stretch
across this room, telephones. The employment security put clerks on
the telephones.

‘When these calls came in from employers, they went to their records
of people who had said they wanted to work. We got 1,900 jobs offered
in a matter of about 2 weeks, but we could not fill them and the reason
was that there was not any go-between, you see.

You could not just call up those people who had said they wanted
to work and who had put a card in the employment security office,
saying they wanted the job.

When you call them up and say, “Report to Tool & Die Co. on
Eight Mile Road tomorrow,” they said, “I())h, well, T need transporta-
tion and my glasses are not very good and I don’t know if I could
go every day and my feet could not stand it.”

See, we learned from that. That was a complete flop. Only six of
them continued to work. I guess 20 went to work in the beginning.
We have to have the in-between of counseling helping them to get
ready. We have to make arrangements for part-time work.

They cannot respond to the alarm clock at 6 o’clock in the morning
and working until 5. You need to condition them, because when they
have not made decisions, suddenly they are cut off from decision mak-
ing, they deteriorate very rapidly.

They can be rebuilt, but this is the process. It takes time and skills.
When you talk about losing the right of decision and the cost in
human values as well—think of putting people in convalescent homes
unnecessarily when that door opens in, the old person never makes
another decision.

They can’t decide even what time they will have a bath or what time
they will have lunch; they make no decisions. Someone else makes
t-hpﬁl; all. They go downhill just like mashed potatoes, with too much
milk.

A human being can’t live without the opportunity to make some
decisions for himself. Those people stay there for the rest of their
lives, that door never opens out.

Well, we have opened those doors out in a few cases, because in one
of our communities in Detroit, a project funded by the older Amer-
icans Act has a part of the equipment—what they call a minibus—
where they can sﬁuttle the old people to the stores and to the hospital
and so on.

Mr. Orion. Senator Williams would have been happy to hear you
say that. The first minibus was developed as a result of the Mass
Transit Act of 1963 and he was the chief author of it.

Mrs. Guiney. Is that so?

Mr. Orior. Here we have an example of a minibus.

Mrs. Guiney. This should be most useful.

Mr. Orror. Is that bus designed in such a way you cannot step up
into it, you can just step right ahead?
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Mrs. Guiney. I have not seen the bus. It was gotten from the Olds-
mobile Co., in Lansing and it was not a new one. I think it was gotten
for little or no money and the project has not gotten too far yet, because
again they have not been able to find a person—you know, it takes a
catalyst. Well, I don’t know——

Mr. Orior. Someone like you.

Mrs. Guiney. Well, not a crusader, but somebody around whom
people can rally. They have not been able to find that kind of a staff.

The acute shortage of personnel is a serious problem everywhere.
Our doctors have shown us that a high percentage of the people now
in convalescent homes can come out given this kind of comprehensive
service.

Mr. OrioL. Mrs. Guiney, you touched upon transportation and we
have heard other testimony showing how difficult it is for aged,
isolated, and ill persons to get around. I wonder whether anyone is
thinking about just as we have school buses to round up youngsters
to take them to school, might it be feasible in a high-density area to
have a hospital bus or a clinic bus that would take people at regular
times? .

Your neighborhood storefront offices can do so much. There comes
a time when they might be more intensified. Do you think that might
be feasible?

Uses ror MoBiLe Unirs

Mrs. Guingy. I think it would be very feasible. I think the mobile
unit idea that we have learned from the health screening and TB could
be useful here. As a matter of fact, one of the big automobile com-
panies just within the past week called and said they would provide
a bus and a driver and take 50 of our people on a picnic, wherever
they wanted to go, out to the lake or wherever.

T think there exists in every community, and especially in ours, with
the big automobile industry resources which can be tapped without
too much cost. Industrial people have hearts, too and tl?ey sit on our
committees. ’

Mr. Orior. I would love to sit here and talk to you out of sheer
fascination, but I ask Mr. Norman if he has any questions.

Mr. Norman. No, thank you.

Mr. OrioL. We have several articles from Mrs. Guiney, as well as
other information, which we will seek from you on several other points
we have made. :

Was there anything else you wanted to say at this point?

Mrs. Guiney. I would be very happy to supply information, I feel
that this was a very curtailed kind of statement I submitted, but it is
easier for me to talk, as you see, than it is for me to write these things
all down.

I hope we can do something in the legislative halls. Didn’t Senator
Moss and Senator Kennedy submit bills which would penalize the
nursing homes that don’t have trained administrators and staff?

Mr. OriorL. Yes.'

Mrs. Guiney. If we could penalize States—I believe in States rights,
but I tell you the direct grants that we have gotten from the national
level are so much freer of redtape and do not have to go through so
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many hands. If direct help could be given in the areas where people
live. The Medicaid example in our §tate has left perhaps the most
needy group, the one with the dollar too much, out in the cold in
terms of the costs of drugs and medicine. We did not get into this, but
without the help of the World Medical Relief, who gave us $§>,75O
worth of drugs in the last 3 years to supply just those people who had
marginal incomes, our work alone would not have saved them from
going to a hospital or nursing home. )

~ The wonderful promise of Medicaid was that for the first time in
‘their lives they could have a private doctor and then it was cut off.
The cost of drugs is prohibitive. We have worked with the private
drug%ists in our neighborhood and we have gotten 30 percent reduc-
tion, by giving our card to the druggist. It is not unusual to get a
drug bill of $30, $50, $80 a month.

I%ad a letter referred to me, from Niles, Mich. That is over on the
border of Chicago. The head of the United Fund told of an old couple
who live on social security and a private pension of $200 a month.
Their drug bill is $80 a month. The letter asked if I could suggest any
way to get free drugs?

The goctor is concerned. He knows that the drugs are necessary, but
$80 a month out of $200 leaves little to live on.

Mr. OrioL. Mrs. Guiney, I have received a note saying because of
the unusual floor session today, we had better adjourn. We might be
objected to, so I would like to thank you once again for giving us, I
think, just what we needed at this point.

For the past 2 days we have been talking about problems, we have
been talking about needs, we have been grouping to a sort of organiza-
tion of community resources. I think you have given us an exam-
ple that certainly should have a lot of study at this stage in our think-
ing about medical services for the elderly.

%o thank you once again.

Mrs. Guiney. I enjoyed being here. I thank you for letting me tell
you, haltingly as it was, about our Detroit experiences. It was an honor
to be included with the distinguished witnesses who appeared here
this morning.

(Mrs. Guiney’s complete statement follows:)

STATEMENT OF MRS. MARY K. GUINEY, DIRECTOR, WELL-BEING
PROJECT FOR AGING, UNITED COMMUNITY SERVICES OF METRO-
POLITAN DETROIT

Mr. Chairman, thank you for the opportunity to appear here today. I have
prepared a narrative report of the Well-Being Project which I will submit for
the record, and then, with your permission, I would like to make further com-
ments and perhaps discuss some of the questions which the Committee may have.

First of all, I would like to mention the objectives of the Well-Being Project
which are more fully outlined in the attached evaluation report. Briefly, our
goals were: -

1. To develop methods of helping aging people maintain physical health
while living in their own homes, and to prevent, as far as possible, the
development of health crises; and

2. To mobilize, coordinate, and realign existing services to serve the
aging.

(See attached description of the Well-Being Project and excerpts from an
evaluation by the National Council on Aging. Also, please note: A statement on
Detroit’s Well-Being Project for the Aging was submitted to this Committee on
June 14, 1965, and appears in, “The War on Poverty as It Affects Older Amer-
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icans, Hearings Before the Special Committee on Aging, United States Senate,
Righty-Ninth Congress, Part I—Washington, D.C., June 16 and 17, 1965.”)

PROJECT'S BEGINNING

When the Well-Being Project began, a tandem of social workers and public
health nurses were given a map showing the numbers of people over 65 in the
three selected neighborhoods. They went up and down the streets looking for
the human consequences of the statistics which the figures never show. These
teams used the oldest techniques of the helping arts, practiced by the Curés in
old France and by the workers in this country’s early settlement houses—Hull
House of Chicago and Henry Street of New York. As they talked with them on
their porches, in their gardens and in their kitchens, they heard from the lips
of the old people about their ideas, their interests, their fears, and their hopes.
They saw the impact of the old world culture on the foreign-born in the west-
side area—frugal and suspicious. They saw the helplessness of those who sit in
the city slums bereft of hope. They saw the boredom and dejection of those in-
appropriately placed in convalescent homes only because services to sustain them
in their own homes are not available. Among the economically independent, these
teams saw those in better homes deprived of the things that money cannot buy—
good health, friendship, someone to counsel with and to guide them in times of
personal stress or grief. The combined skills of our teams were -available to all;
and they went into action on-the-spot when problems were encountered.

LESSONS LEARNED

‘We believe that many of the lessons learned from the Well-Being Project
can be employed in rural as well as other urban communities when given the
proper climate and concern for finding new ways to protect the health, the safety,
and the precious personal autonomy of older people.

We have found that concern is the important component. It means someone
who cares—the architects of public policy; the purveyor of public and private
health and welfare services; the doctor ; the social worker ; the nurse; the lawyer.
It calls for knowledge and skill and integrity and compassion, and—above all—
the ability and willingness to blend these skills and to marshall the kinds of help
needed by the sick and impoverished aged.

We have found that regardless of advanced age or regardless of economic or
social class, there is a fierce desire to remain in a dwelling of one’s own among
familiar and treasured possessions, no matter how meager.

Other lessons we have learned :

1. Advantages of services being accessible in 1mmed1ate nelghborhoods H

2. Disadvantages of geographic limitations;

3. Time and effort required and the need to reach out to the unserved;
high value of immediate attention to calls for service;

4. Flexibility of structure—no formal policy to hamper delivery of service;

5. Need for professional competence of the highest caliber at all levels;

6. Value of the team approach ;

7. Case examples illustrating Project scope—involvement of all segments
of the community ; individuals helped ;

8. Obstacles encountered by the elderly in getting services from estab-
lished health and social agencies.

The  Social Security Act and its recent amendmendts, although presently
fraught with ferment, represent a tremendous social advance in health and hous-
ing and personal services for the aging. As a social worker who worked face-to-
face” with Detroit’s aged before Social Security or private pensions, I knew
the alternatives well. I often accompanied the aged to the welfare office and saw
them herded into a black carryall (a polite name for the paddy wagon) and
driven off to the County Home with its beautiful gardens and jail-like, red
brick buildings surrounded by high Wrought—lron fenses and locked gates where
old couples were separated. The men’s and women’s buildings were far apart on

- the spacious grounds.

The legislative reforms have brought us a long way. As wonderful as this is,
the full benefits will not be reaped until we remove the barriers which still stand

- between the elderly individual and needed services. We cannot be complacent

while tens of thousands remain unreached and unserved. The greatest stumbling
block is attitudes. As Senator Smathers has said, “Many people would probably
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like to think that Medicare and Medicaid have solved the major health problems
of the elderly.”
CONCLUSION

We would never have gotten off the ground with the Well-Being Project with-
out the generous contribution made by U.S. Public Health Service—both through
financial support and professional consultation and guidance. I thank you again
for allowing me to tell you about the program.

ExceErpTS FROM EVALUATION REPORT OF THE WELL-BEING PROJECT FOR THE AGING
OF THE UNITED COMMUNITY SERVICES OF METROPOLITAN DETROIT

BY THE NATIONAL COUNCIL ON THE AGING

The objectives underlying the WELL-BEING PROJECT FOR THE AGING
are set forth in the original proposal to the U.S. PUBLIC HEALTH SERVICE on
March 17, 1964, as :

1. To develop methods of helping aging people maintain physical health
while living in their own homes, and to prevent, as far as possible, the
development of health crises.

2. To mobilize, coordinate and realign existing services to serve the aging.

Sponsorship of the Project and responsibility for its day-to-day operations
is by the UNITED COMMUNITY SERVICES, with Mrs. Mary K. Guiney,
Planning Consultant, serving as the Project Director, and the funds administered
by the UCS.

The financial support of the Project has been supplied by the Public Health
Service through its Division of Chronic Diseases, Gerontology Branch, which
allocated $79,420 for each of the first two years, beginning June 1, 1964, and
$73,000 plus, for the third year which terminates May 31, 1967.

The operation of this Project is unique in that :

(a) Its officers are located in neighborhoods where it is felt the need of
older persons is acute, and

(b) The staff assigned to each Project includes a trained Social Case
‘Worker and a trained Public Health Nurse.

Two agencies work in close cooperation with the Project: the DETROIT
HOUSING COMMISSION, through its Neighborhood Improvement Department
which shares offices with the neighborhood staff and the VISITING NURSE
ASSOCIATION which has assigned trained Public Health nurses on a loan
basis to each of the neighborhood offices, and provides supervision for the technical
nursing activities of these nurses. In addition, all of the health and social work
agencies of the community are utilized by the Project both as sources of referral
and as resources for the provision of services to clients or patients referred to
them by the Project staff. Thus, the Bureau of Legal Aid is occasionally called
upon to give legal assistance or consultation ; the Family Service Agency is utilized
for long-term counseling cases; hospital social service departments serve as
both sources of referral and as a resource, etc. The list of agencies to which
clients of the Well-Being Project have been referred occupies. a full page, single
space, in a recent report prepared by a consultant. That list includes public
agencies such as the Detroit Department of Health, the Bureau of Social Aid
for Old Age Assistance, Social Security Administration, etc., and voluntary
health and welfare agencies such as hospital clinics. Neighborhood Service Orga-
nization, Homemaker Services, etc., and private physicians.

The organization of each of the neighporhood offices is unique. A social -case
worker and a public health nurse constitute the core of the staff together with
a secretary-receptionist in the office. There is a second social worker assigned
on a roving basis to all offices, and in all cases there is a social work student
assigned by a school of social work. There is also an Advisory Committee in each
Project office chosen from among the residents of the area served. These com-
mittees have been selected by the staff and include local merchants and articulate
representatives of various types of residents living in the neighborhoods.

The operation of these offices has followed a fairly clear pattern. The three
neighborhoods in which the services were established by the METROPOLITAN
COMMITTEE ON SERVICES TO THE AGING were lodged in store front loca-
tions where visibility and ready accessibility were shared. In each instance the
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store front office was shared with the staff of the NEIGHBORHOOD IMPROVE-
MENT SERVICE, a branch of the Detroit Housing Commission. Thus, the
status of the Well-Being Project was established, and its relationship to the
City’s Neighborhood Improvement Program was indicated by the name of the
Mayor on the window. In addition, the partnership between the Well-Being
Project and the Neighborhood Improvement Office offered an opportunity for
easy communication between these two forms of service. Once the office was
established and the staff employed, they spent several months calling upon the
older residents of the neighborhood. They located these residents through a
variety of sources, such as churches, merchants, and other organizations in the
area, and went calling door-to-door to inform the residents of the neighborhood
of the existence of the Project and its availability to the neighborhood’s older
residents for any problem with which they felt they needed help. Circulars were
distriputed, group meetings were addressed by the staff, and altogether an in-
tensive effort was made to acquaint the neighborhood with the Project.

It was not long after this intensive public relations effort was begun that
applications for service began to come in; people dropped into the office, others
telephoned, and quite frequently other agencies began referring neighborhood
seniors to the Project for assistance not readily available from the established
health and welfare agencies of the community. By the time the neighborhood
office was in existence for a few months, the calls for service reached such
proportions as to require the full time of the staff.

Gradually intensive public relations efforts were lessened, and concentration
on services directed to clients became the major order of business. In addition,
the Advisory Committees were selected and regular meetings by them and the
staff established.

At the same time, the staff estabhshed a system of neighborhood meetings
primarily focused on health education. Although the subject matter of these
meetings was usually some phase of health care, the nature of these meetings was
also social in effect. Residents attending them tended to dress up for the occasion,
some of them contributed cakes and cookies for the refreshment period which
always followed the more formal period of the meeting. The meetings thus have
taken on the character of a semi-social occasion for which residents dress up and
meet their neighbors as well as learn something of benefit to themselves.

PROJECT VALUE

The Well-Being Project for the Aging provides an excellent service in response
to a genuine need. Its uniqueness lies, first, in the fact that the neighberhood
offices are situated in stores located in the middle of neighborhoods where the
services are given. Hence, the Project is both visible and easily accessible {o the
residents of the neighborhood. This has made for strong indentification of resi-
dents of the neighborhood with the Project staff—so much so indeed, that a
frequent comment by older residents in the area is, “What will we do if this
office is closed ? You are needed here.”

A second factor which affects the value of the Project is its staff structure.
Combining services from the two professions, nursing and social work, has proved
effective in meeting the great majority of the problems which are brought to the
staff for solution. For cases where these two professions need other assistance as,
for instance, legal or medical help, these are brought in on a case-by-case basis.

An added factor which was clearly visible in each of the neighborhood offices
was the high sense of dedication of the staff. Both the social workers and the
nurses evinced enthusiastic response to the calls for help; they often left their
home telephone numbers with clients who might have need of assistance in the
evenings or during the weekends, and were not at all averse to making home
calls after regular office hours, or on weekends.

There is a fourth factor which is valuable in this Project: the ﬂexibility of
its operations. The staff will go into the home of any client quickly and without
any restrictions as to functional limits. This is unique in the organization of
health and social agencies, where rigidity of function and procedures are some-
times a deterrent to the provision of services needed quickly and effectively.

RECOMMENDATION

It is recommended that a special autonomous socio-medical agency be organized
to receive and disburse funds for the continuance of the Well-Being Project for
the Aging. This agency shoild be Metropolitan in character ; should have represen-
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tation from the professions of Social Work, Nursing, Medicine and Law ; should
have a puilt-in research function for continuing self-analysis and evaluation ; and
should be capable of establishing close working relationship with all other ¢n-
going services of the community.

This new agency should continue to experiment with ways of improving and
meeting unmet needs.

Most HoLy TRINITY RECTORY,
Detroit, Mich., June 17, 1967.
Senator GEORGE A. SMATHERS,
Chairman, Subcommittee on Health of the Elderly, Special Committee on Aging,
U.8. Senate Building, Washington, D.C.

HONORABLE AND DEAR SENATOR : This letter is written in behalf of the petition
made to the Federal Government to assist in the work done by the Well-Being
Project, a program initiated by the Metropolitan Committee on Aging here in
Metropolitan Detroit.

I am a parish priest in the Inner-City of Detroit and have followed the work
of the Well-Being Project with great interest over the years of it’s existence. I
could enumerate many case histories in which their work is illustrated, but I
cite only two. Their work seems to be most effective because it is not work that
stays in an office and requires aged people to come to them. They are constantly
seeking out those who are in the greatest need and their effectiveness has been
very good.

The first case is one of an old woman, quite intensive alcholic, living in a
horrible old house in squalor. By reason of the team work; the nurse, the social
worker, and the secretary by repeated visits convinced the woman of her illness
and her ability to live in better circumstances where she would have a fine room
in a hotel designed for the aged, and good food. After visits to her that were
friendly and gracious she saw the wisdom of this and left her house. The things
she wanted were carefully picked up and packed for her. Whether she has
surmounted the alcholic problem I do not know, but certainly she was very
happy in her move and this was a most difficult thing. Other people had tried
to get her to move without success.

The second case involves a very neurotic woman living in an extremely noisy
apartment, crowded and unkept. Repeated visits to this woman convinced her that
her health required a quiet place. The social worker then worked hard to get
her aid budget moved up so that she could move to a fine campus living quarters
called Kundig Center for the Aged. She is very happy there, her health has
improved, and her outlook on the world has helped her conquer her neurosis.

There are similar cases but primarily the effect of this team work is most
interesting because they constantly are in poor neighborhoods.

They have established a wonderful esteem for their agency and the word-of-
mouth gives them so much attention and so much work that they really could
benefit a great deal if your esteemed agency would help them establish more
teams, not only in this town but in every Metropolitan Center where the aged are
in such large numbers.

Respectfully submitted,

FATHER CLEMENT KERN.

Mr Orior. The subcommittee will hold future hearings on the sub-
ject, but we don’t have a date at this time.

(Whereupon, at 12:55 p.m., the subcommittee recessed, to reconvene
at the call of the Chair.) -




APPENDIXES

APPENDIX 1
Apprrionar, MATERIAL FroM WITNESSES

ITEM 1: INFORMATION FROM REPRESENTATIVES OF DEPARTMENT
OF HEALTH, EDUCATION, AND WELFARE

A-—MEMORANDUM UPDATING REPORT TO THE PRESIDENT

NoteE.—A Report to the President on medical care prices by the Department of
Health, Education, and Welfare, dated February 1967, is printed in full
beginning on p. 319 as appendix 3. A memorandum updating that report to
June 22, 1967 was submitted by the Department of Health, Education, and
Welfare at the request of the Special Committee on Aging, U.S. Senate as
follows:

Now then, what effect has Medicare had on the costs of health care? It might
be said that the Medicare and Medicaid programs are helping the elderly to
avoid the difficulties others of our population are facing. Medicare is most effective
in the areas where costs have been rising more rapidly—inpatient hospital care
and physicians’ services.

Recent Price Rises to December 1966

Between 1960 and 1965, medical care prices rose at a rate of between two and
three percent per year. In 1966, however, the Medical Care Index increased 6.6
percent—the largest annual increase in 18 years. '

The 1966 acceleration in medical care prices was largely accounted for by sub-
stantial increases in the prices of both major objects of medical care expendi-
tures—hospital and physicians’ services.

Hospital daily charges, which had been rising about 6 percent per year between
1960 and 1965, went up 16.5 percent in 1966—the largest annual increase in 18
years, since the post World War II inflationary period. The increase in hospital
daily charges was particularly sharp in the second half of 1966—11.5 percent as
compared with 4.5 percent for the first six months.

In contrast, physicians’ fees, which had been rising about 3 percent per year
in the period 1960-65, went up 7.8 percent in 1966. This was the largest annual
increase since 1927. Physicians’ fees increased 3.8 percent in each half of 1966.

Drug prices have not been a major factor in rising medical prices. There has
been no appreciable change in the drug component of the Consumer Price Index
during the six-year period ending March 1967. The prices of prescription drug
items in the CPI actually declined by almost 12.0 percent in the past six years.

Drug industry sources give a slightly different picture than the Consumer Price
Index. The average retail price per prescription, as reported in the American
Druggist, increased at an annual rate of slightly less than one percent per year
between 1960 and 1966.

The average prescription price reflects the use of new drug products, and
changes in the quantities of drugs prescribed. In contrast, the Consumer Price
Index reflects changes in the unit price of the same or similar drug items over
periods of time.

PRICE RISES, 1967

In the first quarter of 1967, the rate of increase in medical care prices continued
at about the same pace as in the last quarter of 1966. They rose 2.0 percent in the
first quarter of 1967. While physicians’ fees continued to rise at about the same
rate as in 1966 (1.9 percent increase for the first three months of 1967), hospital
daily room rates have continued to rise at a rapid rate, up 6.1 percent in the first
quarter of 1967.
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THE IMPACT OF THESE PRICE RISES

Price increases of this magnitude impose a major burden upon many Americans.
In 1965, per capita expenditures on health care were 6.0 percent of personal income
after taxes. Nearly 60 percent of these expenditures were on hospital and physi-
cians’ services.

The impact of the rise in hospital charges upon the elderly has been largely
mitigated by the advent of Medicare, since most hospital bills for the elderly
would have exceeded the $40 inpatient hospital deductible in the absence of these
price rises. However, these increases will, of course, substantially increase the
costs of Part A of Title 18 of the Social Security Act.

The recent acceleration of the rate of increase in physicians’ fees has not
significantly affected the elderly. The coinsurance provisions of Medicare have
blunted the impact of these price rises.

However, this conclusion relates to physicians’ customary charges—the fees
the physician charges to most of his patients for his services. As of July 1, the
average fees of physicians, and their incomes, have increased because of the pay-
ments of customary charges under Medicare. Many elderly persons previously
were paying charges lower than the customary charges of physicians.

Therefore, many aged persons, although the exact number is not known, will

" now find that they are being charged more for a given service, since their physician

is now charging them the same fee he charges to the majority of his patients.
This anticipated development will primarily affect those elderly persons who
spend less than $50 on the medical and other health services covered by Part B
of Medicare. .

Although the price of drugs has not risen significantly in recent years, there
are a number of reasons for concern about the cost of drugs. Before Medicare,
average per capita drug expenditures by the elderly were about twice as high
as the average for all persons in the population. Thus, the cost of drugs imposes
a major financial burden upon many elderly Americans.

A large proportion of the total drug expenditures by the elderly are incurred
by aged persons who are high users of medical care. For example, in 1962, 10 per-
cent of these persons over the age of 65 incurred 40 percent of the expenditures
on drugs by all persons over the age of 65. But out-of-hospital drug costs are gen-
erally not covered by health insurance. .

THE EFFECT OF MEDICARE ON RECENT PRICE RISES

The available evidence suggests that Medicare has not had a significant effect
upon the recent acceleration of the rate of increase in physicians’ fees. Although
Medicare will increase the use of physicians’ services by the elderly, the impact of
Medicare upon the total demand for physicians' services is likely to be on the
order of 2 percent.

In the past, physicians’ fees have tended to increase faster when other prices
in the economy were increasing rapidly—as they did in 1966.

If anticipation of Medicare was a major factor underlying fee increases, it
would be expected that fees charged the elderly would move up faster than fees
charged younger patients in the period before July 1, 1966. A special analysis by
the Social Security Administration showed, however, that the price indexes
for child and adult care moved up more rapidly during the six-month period before
Medicare went into effect, than the five special indexes of surgical and medical
procedures particularly applicable to aged persons.

In the absence of Medicare, the 1966 acceleration in hospital costs would not
have been surprising. Rising wages in tight labor markets were bound to exert
pressure on hospital costs. Further, collective action upon the part of nurses
became more predominant in 1966. Several nurses strikes took place in major
cities throughout the country. Thus, hospital payroll per employee went up 9.0
percent in 1966, in contrast to an average of 4.7 percent per year between 1960
and 1965.

The influence of Medicare upon hospital charges probably came primarily
through the impetus it provided hospitals to reexamine their costs and charges.
It is likely that many hospitals decided to increase their charges sooner than they
otherwise would have in the obsence of Medicare.
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_ The total occupancy rate in hospitals was four percent higher in August 1966
than in August 1965. However, after an initial upsurge in hospital admissions in
July and August of 1966, the number of hospital admissions for the balance of
1966 was not significantly different from the number for the comparable months
in 1965.

Higher occupancy rates and numbers of admissions to hospitals would be
expected to lower, not raise, hospital costs per patient day. Information from the
American Hospital Association indicates that hospital costs per patient day
actually declined slightly during the period from June to November 1966.

In contrast, average hospital costs per patient day increased from about $45
in January 1966 to $52 in June 1966. Therefore, the increase in the demand for
hospital services attributable to Medicare wa's probably not the most important
causal factor influencing the recent acceleration in hospital charges.

Thus, although anticipation of Medicare may have resulted in higher medical
costs, the recent acceleration in medical care prices seems to reflect the more
general rapid price increase in 1966.

Mr. Chairman, I should like at this point to call to your attention a National
Conference on Medical -Care Costs which is to be held at the Washington-Hilton
Hotel on June 27-28.

This conference, called by Secretary Gardner, will bring together physicians,
hospital planners, hospital administrators, health insurance experts, drug manu-
facturers, economists, representatives of consumer groups, and others to discuss
the factors which influence medical costs and ways to improve the delivery and
quality of medical services.

The discussions will be divided into five panels, each to consider a different
aspect of medical costs.

The panel on “Hospital Costs” will consider such issues as increased produc-
tivity and better use of personnel, extension of health services outside the hos-
pital, and improved coordination of all community health services.

The panel on “Community Health Systems, the Costs of Underdevelopment,”’
is expected to discuss the following types of questions: What is the community’s
responsibility for developing health facilities and manpower?

Will community planning for health services be effective in containing costs?
What should be the community’s role in planning its health care system?

The third panel will focus on the costs of physicians’ services. The panel will
discuss ways of increasing physsician productivity, the efficacy of group practice,
the role of the physician in family health management, and the organization of
medical practice in rural areas.

The panel on ‘“The Costs of Pharmaceutical Services” will discuss the likely
impact of prescription reimbursement plans on the cost of drugs to the consumer.
Discussion is also expected to include the relation between preseription praectices
and drug costs, the functions of the pharmacist in drug control and distribution,
and the professional fee system as opposed to the traditional “mark-up” system.

The fifth panel will discuss “The Impact of Third-Party Payment.” The panel
will consider such problems as the effects of present prepayment mechanisms on
rising costs, the gaps in present coverage by private insurance plans and Medi-
care, and the standards for minimum coverage.

In addition to the panel discussions, several speeches will be delivered to
emphasize the need to provide high quality medical care in an efficient manner
to all Americans.

As you may judge from the conference program, we are concerned that Medi-
care will take part in the effort to prevent undue increases in health care costs.

B—HEALTH INSURANCE FOR THE AGED: CLAIMS REIMBURSED FOR HOSPITAL AND
MEDICAL SERVICES* ’

‘Claims for reimbursement of part of the cost of hospital and medical services

" under the health insurance program for the aged are recorded in the central

*Division of Health Insurance Studies, Office of Research and Statistics.
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records of the Social Security Administration. The data on these claims provide
a means of measuring the extent of utilization of covered services, as well as
information on the total charges and amounts reimbursed for these services.

The January 1967 issue of the Bulletin presented data on inpatient hospital
claims for the first 3 months of the operation of the ‘health insurance program -
for the aged. More complete inpatient claims data covering the first 6 months of
the program’s operation are now available and are presented here. Also included
are the first available figures on the bills reimbursed and recorded in the Social
Security Administration central records during the first 8 months of the medical
insurance program.

INPATIENT HOSPITAL CLAIMS

For July-December 1966, approximately 1.7 million inpatient hospital claims
were reported by intermediaries as approved for payment under the hospital
insurance program as of February 24, 1967. Claims approved are reported in
table 1 according to the specific month of intermediary approval and include
those recorded in the central utilization record as of the February date.

Because of lags in the reporting and processing of claims under the hospital
insurance program, the number of monthly claims reported here probably do not
represent all the claims for services approved in any given month. As more time
elapses, claims data for the earlier months will become more nearly complete.
For example, claims approved for payment during the first 3 months of the
program and tecorded in the Social Security Administration tape record as of
February 24, 1967, totaled 629,833, or about three-fifths more than the number
recorded for the same period 4 months earlier.*

The number of claims approved by intermediaries and recorded in the tape
record each month only partially reflects actual inpatient hospital utilization -
under the program. Delays in submission of claimss by hospitals, in claims process-
ing by intermediaries, and in recording the data in the central utilization record
result in understating the number of cases receiving inpatient hospital care
during the month. .

Distribution of the 1.7 million claims by month approved shows only 2 percent
recorded in July, a sharp increase in the following month, a continued monthly
upward trend to a peak of 381,355 in November, followed by an 8percent drop
in December. The small number reported for July reflects the delay in transmittal
of forms and claims at the beginning of the program. The drop in December from
the previous month may be the result of the lag in reporting and recording the
data as of February 24, 1967, the date of summarization.

The 1.7 million claims account for 21.8 million days of care covered under the
hospital insurance program, or an average of 12.6 days per claim. A claim is
defined here as the submission of a bill requesting reimbursement for inpatient
hospital care. Claims are generally submitted after a person is discharged from
the hospital. Interim bills or claims requesting payment for part of an inpatient
hospital stay may, however, be submitted. The average length of stay per claim
is therefore less than the average per discharge, especially for long-stay hospitals,
Whi.((.;l(ll are more likely to submit interim bills 'when the stay covers an extended
period.

The average number of days of covered care increased monthly from 7.0 days
in July to 13.6 in December. Claims approved and processed during the early
months included a considerable number of stays for persons who were in hospitals
on July 1 so that only the part of these stays after June 30 is reflected in the
number of days that were covered under the program and for which reimburse-
ment was requested.

1 See Howard West, “Health Insurance for the Aged: The Statistical Program,” Social
Security Bulletin, January 1967, page 13, table 6. (Reprinted on p. 167-182.)




COSTS OF HEALTH SERVICES TO OLDER AMERICANS 163

TABLE 1.—HOSPITAL INSURANCE—NUMBER OF CLAIMS APPROVED FOR PAYMENT, COVERED DAYS OF INPATIENT
CARE, TOTAL CHARGES AND REIMBURSED AMOUNT, BY MONTH CLAIM WAS APPROVED AND TYPE OF HOS-
PITAL, AS OF FEB. 24, 19671

Approved claims Hospital charges
Covered days of Amount reim-
Month claim cared Total bursed
approved 2 Number ———————— (inthou- Per Per B —————
Average  sands) claim day Total Percent
Total er (inthou-  of total
claim sands)

All hospitals

Totald_ _________ 1,734,853 21,843,398 12.6 $939,753 $542 $43 $748,700 79.7
40,475 284,676 7.0 11,264 278 40 8,364 74.3

268,640 2,776,155 10.3 116,057 432 42 90,878 78.3

320,718 3,977,418 12.4 167,758 523 42 133,525 79.6

372,227 4,909,498 13.2 208,796 561 43 167,442 80.2

381,355 5,103,484 13.4 223,470 586 44 179,250 80.2

351,438 4,792,107 13.6 212,408 604 44 169,240 79.7

Short-stay hospitals *

Total_____..___. 1,708,936 21,057,538 12.3 $921,710 $539 $44 $733,474 79.6
July_ . . 40, 354 283, 463 7.0 11,229 278 40 8,336 74.2
August._____ - 265,751 2,712,427 10.2 114,332 430 42 89,33 78.1
September 316,696 3, 864, 869 12.2 164,810 520 43 130,928 79.4
October_____ 365,266 4,699,714 12.9 204,229 559 43 163,550 80.1
November___ -- 375,353 4,913,395 13.1 219,159 584 45 175,764 80.2
December_..___._____. 345,510 4,583,670 13.3 207,951 602 45 165,560 79.6

Long-stay hospitals ¢

21,613 738,900 34.2  $16,297 $754 $22  $13,993 85.9
116 1,150 9.9 33 286 29 .26 78.7
2,880 63,715 22.1 1,725 599 27 1,542 89.4
3,613 108,792 30.1 2,797 174 26 2,489 89.0
5,655 195, 807 34.6 4,039 714 21 3,518 87.1
4,649 175,395 37.7 3,756 808 21 3,091 82.3
4,700 194, 041 41.3 3,948 840 20 3,326 . 84.2

E lhl nzc‘:ucligg ;mly those claims approved and recorded in the Social Security Administration central utilization record before
eb. 24, .

2 Month in which the intermediary approved the claim for payment.

3 Includes covered days of care after June 30, 1966 (not exceeding 90 days in a spell of illness).

4 Includes 4,302 claims with type of hospital unknown. .

5 General and special hospitals reporting ge stays of less than 30 days.

8 General and special hospitals reporting average stays of 30 days or more; tuberculosis, psychiatric, and chronic disease
hospitals; and Christian Science sanitoriums.

Only a small percentage of claims—about 1 percent—is for care in long-stay
hospitals. The average number of days per long-stay hospital claim is nearly
three times that of the short-stay hospital claim—34 days compared with 12
days. The long-stay hospital claims include only the days of care covered under
the program—up to 90 days of care in a “spell of illness.” Inpatient hospital care
beyond the maximum covered is not reported here. Although the data presented
cover the first 183 days of the program’s operation, the period is not long enough
to reflect many long stays. Thus, the average length of stay will probably con-
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tinue to increase monthly as the program progresses, especially for long-stay
hospitals.

Total charges for the 1.7 million tabulated claims amounted to approximately
$940 million, representing $542 per claim and $43 per day. Distribution of the
claims by type of hospital shows that the total charges per claim are almost
30 percent less in short-stay hospitals than in long-stay hospitals but the daily
charges for the former are double those for the iatter. Total charges averaged
$22 per day in long-stay hospitals and $44 per day in short-stay hospitals.

Approximately four-fifths of the $340 million in total charges was reimbursed
under the hospital insurance program. The amounts reimbursed during these
early months of the bealth insurance program are based on interim per diem rates
that will be adjusted in the future on the basis of reasonable costs of operation
of the hospital. Deductible and coinsurance payments by beneficiaries and non-
covered services are, of course, excluded from the amounts reimbursed.

The proportion of total charges reimbursed under the program varies with the
type of hospital-—79.6 percent in short-stay hospitals compared with 85.9 percent
in long-stay hospitals. This difference is a function of the variation in length
of stay. When the stay is short, the $40 deductible and any noncovered items
(private rooms, if not medically indicated, and other luxury services) account
for a larger proportion of the total bill. Conversely, when the hospital stay is
long, the deductibles and noncovered items represent a relatively smaller part
of the charges. For stays beyond 60 days and up to 90 days in a spell of illness,
the eligible beneficiary pays a coinsurance amount of $10 per day. For these very
long stays, the proportion of total charges reimbursed will decline.

SUPPLEMENTARY MEDICAL INSURANCE CLAIMS

The data on inpatient hospital claims presented above are obtained from the
bill form approved for payment by the intermediary and forwarded to the Social
Security Administration for recording in the central record. The data on medical
insurance claims (excluding home health and outpatient hospital services) are
based on a payment record consisting of tape, punched card, or other machine-
readable records of each bill paid by the intermediary to a physician, beneficiary,
or supplier of service under the program.’ Thus the payment record provides a
rapid method for summarizing data on the number of bills paid and recorded in
the Social Security Administration central records, type of service provided,
total reasonable charges, and amounts reimbursed under the medical insurance
program. For home health and outpatient hospital services, claims data are
based on bills approved for payment by the intermediary and forwarded to the
Social Security Administration.

Reasonable charges are determined by intermediaries on the basis of cus-
tomary charges for similar services generally made by the physician or other
supplier of covered services and on prevailing charges in the locality for similar
services. They cannot be higher than the charges applicable for the intermediary’s
own policyholder for comparable services under comparable circumstances. Re-
imbursed amounts are payments by intermediaries after the $50 deductible has
‘been met and excluding the 20-percent coinsurance.

Data are presented for almost all of the first 8 months of the operation of the
program, divided into four specified periods based on the date of record sum-
marization : July 1-October 14, 1966 ; October 15-December 2, 1966 ; December 3,
1966-January 20, 1967; and January 21-February 23, 1967. All the payment
records processed during these periods are now included so that, unlike the claims
reports in the hospital insurance program, future monthly reports of payment
records data under the medical insurance program will not provide additional
data for the earlier months. The payment record is intended to provide fairly
current data on bills paid by carriers. .

These data, however, should not be construed as current information on the
utilization of services under the program. Nor should the average charge per bill
be construed as that for the average enrollee. For example, a patient receiving
services in a specific month may possibly wait to submit all his bills at the end
of the year or, if his physician accepts assignment, the latter may accumulate
bills for periods of several months. Current data on the utilization of services

2For a more complete description of the payment record and other basic records. see
Howard West, op. cit., pages 5-8.
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TABLE 2.—MEDICAL INSURANCE—NUMBER OF REIMBURSED BILLS FOR PHYSICIANS' AND RELATED MEDICAL
SERVICES, TOTAL REASONABLE CHARGES, AND REIMBURSED AMOUNT, BY TYPE OF BILL AND PERIOD RECORDED
AS OF FEB. 24, 19671

Reasonable charges

Type of bill and period recorded Number § Amount reimbursed
of bills  Total (in —_—_—

thousands) Perbill Total (in Percent

thousands) of total

Allbills2 s 2,582,207 $217,871 $84  $146,765 - 67.4

July 1 to Oct. 14, 1966 - 138,035 16,433 . 119 10,449 63.6
Oct 15 to Dec. 2, 1966. 328,082 32,785 100 21,482 65.5
ec. 3, 1966 to Jan, 20, 196 893,765 76,811 8 51,782 67.4

1 Jan 21 to Feb. 23, 1967___ 1,222,325 91,842 75 63,052 68.7
Surgical bills_ .. ... ...l 516,373 98,416 191 70,527 n.7
Julyl1toOct 14,1966 ... .. ... . . ... 44,715 9,419 211 6,486 68.9
Oct. 15 to Dec. 2, 1966... .. 84,628 16,846 199 11,834 70.2
Dec. 3, 1966 to Jan, 20, 1967. -- 183,210 35,048 191 25,115 .7
Jan. 21 to Feb. 23,1967, 111I1IITIIITIIIIIIIIIIT 203,820 37,103 182 27,091 73.0
Medical bills..... ... . ... 1,812,577 111,051 61 70,951 63.9

July 1to Oct. 14, 1966______ . ____ . ... 89, 654 6,774 76 3,812 56.3
Oct. 15 to Dec. 2, 1966 - 229,300 15,155 66 9,198 60.7
Dec. 3, 1966 to Jan. 20, 1967 636,850 38,919 61 24,902 64.0
Jan. 21 to Feb. 23,1967.___ -- 856,773 50,203 59 33,039 65.8

; 1 Includes only those bills for which reimbursement was made by the mtermedlary and which were recorded in the Social,
Security Administration central utilization record before Feb. 24, 1967.
2 Includes 253,257 bills for medical services other than physmans services, such as home health, outpatient hospital,
independent Iaboratory, and other services covered under the program.

- under the medical insurance program are being collected by means of the Current
Medicare Survey.®

By February 24, 1967, almost 2.6 million bills had been reimbursed by inter-

mediaries under the medical insurance program and were transmitted to and

recorded in the Social Security Administration central utilization record. A bill

is defined here as a request for payment from or in behalf of a beneficiary as

a result of services provided by a single physician or supplier. The bill may

| cover one or more covered services provided to an eligible beneficiary on the

‘ same or different dates. Thus, one bill may cover an office visit to a surgeon

before an operation that includes diagnostic procedures, the inhospital surgical
procedure, and several postoperative visits in and out of the hospital.

Of the 2.6 million bills for physicians’ and related services, 70 percent were
classified as medical services and 20 percent as surgical services, and the remain-

| ing 10 percent were for other services covered under the medical insurance

\ program (table 2). When a physician includes charges on a single bill for both
a surgical procedure and a nonsurgical procedure, the highest-priced service is

‘ the determining factor in classifying a bill as surgical or medical.

‘ Total reasonable charges for the 2.6 million bills amounted to approximately

| $218 million, or an average of $84 per bill. Total charges include the entire
amount of the individual’s bill, including the deductible and coinsurance, where
no previous bills for covered services had been submitted and the bill is more
than the $50 deductible. Medical bills totaling less than $50 are submitted to
the intermediary but not included here as these are used only to satisfy the de-
ductible and are not reimbursable. Where the beneficiary had previously incurred
bills of less than $50, the part of the last bill that was used to meet the deductible
is included in the total charges shown.

Although the number of recorded medical bills outnumbered the surgical bills
by more than 3 to 1, the total reasonable charges for surgical bills almost equalled
the total for medical bills—$98 million for surgical bills and $111 million for
medical bills. The average charge for surgical bills is, of course, significantly
larger than that for medical bills—$191 compared with $61 per bill. As indicated

3For a complete description and first ﬁndlngs, see Jack C. Scharff, “Current Medicare
Survey The Medical Insurance Sample,” Social Security Bulletin, Aprﬂ 1967. (Reprint
begins on p. 182.)
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previously, one bill for medical services may and, in fact, often does include
more than one covered service provided to an enrollee. )

The supplementary medical insurance program provides payment for 80 per-
cent of the reasonable charges for physicians and other covered services fol-
lowing payment by the patient of the first $50 of such charges. Thus, in the
early months of the program, relatively large medical expenditures were re-
quired in order to be reimbursed. It is likely that the first bills were mainly for
illness requiring hospital care where the outlays are high. This assumption is
supported by the fact that about half the amount reimbursed in the first period
was for surgical bills, for which total reasonable charges averaged $211.

Average charges per bill, as shown on table 2, decreased from $119 in the first
reporting period (July 1-October 14, 1966) to $75 in the last period (January 21—
February 23, 1967). This decreasing average charge per bill during successive
months is undoubtedly the result of the application of the deductible provision
to payments for covered services at the beginning of the program. Many of those
who had met the deductible in the first months of the program may have used
some covered services during succeeding months, for which the charges were
relatively small. In addition, some persons may have partially met the deductible
in the early months of the program and the bill used later for meeting the
deductible may be relatively small.

Of the aggregate total reasonable charges of $218 million for physicians and
related medical services, $147 million or more than two-thirds was reimbursed
through payments made by intermediaries. The percentage reimbursed is higher
for surgical bills than for medical bills (72 percent compared with 64 percent)
because the amount paid by the patient ($50 deductible and 20-percent coin-
surance) constitutes a relatively smaller proportion of the total when it is
applied to the larger surgical bill.

The proportion of total reasonable charges reimbursed rises slightly in suc-
cessive periods from 64 percent for bills reimbursed July 1-October 14, 1966, to
69 percent in January 21-February 23, 1967. This increasing trend in the later
months probably reflects the increasing number of persons who had met the
deductible in previous months and, consequently, only needed to pay the coinsur-
ance amounts on all subsequent bills for medical services incurred during the
year. Nearly all the recorded payments for the first 2 months of 1967 probably
reflect utilization of services in 1966.

Table 3 presents a more detailed distribution of the bills, by type of service,
their total reasonable charges, and the amount per bill. Of the 253,000 paid bills
for services other than physician services, the majority are for outpatient hospi-
tal services. The average charges per bill per outpatient hospital service are
considerably smaller than for any other type of service, and amount to $19.
Bills for home health and independent laboratory services averaged $61 and $32,
respectlvely Included in the latter group are only those charges for laboratory
services billed directly by independent laboratories. Where the bill for physicians’
services includes charges for laboratory services, these are classified as physi-
cians’ services.

Approximately 38,000 bills are classified as other medical services. These in-
clude rental of durable medical equipment, ambulance service, internal and
external prosthetic devices, and appliances, and supplies. The average charge per
bill reimbursed during the period July 1, 1966, to February 23, 1967, for these
other medical services amounted to $52.

The distribution, by type of service, of the bills reimbursed during each of the
four periods shows an increasing number of bills for other than physician services
in the later periods. At the beginning of the program, there were relatively few
bills for these other services, perhaps because procedures for reimbursement for
the new benefits were developed somewhat more slowly than for other medical
services. In addition, many beneficiaries may not have been fully aware of the
coverage for these services early in the program. Finally, these are relatively
inexpensive services and, without a large physician’s bill, require a cumulation of
several bills to meet the $50 deductible before reimbursement of the claim is made.

Data have been presented that relate to inpatient hospital claims for the first
6 months of the program and to medical insurance claims reimbursed in the pro-
gram’s first 8 months. Similar data will be published in the Bulletin in its regular
series of tables.
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TABLE 3.—MEDICAL INSURANCE—NUMBER OF REIMBURSED BILLS FOR PHYSICIANS' AND RELATED MEDICAL
SERVICES, TOTAL REASONABLE CHARGES, AND AMOUNT PER BILL, BY TYPE OF SERVICE AND PERIOD RECORDED,
AS OF FEB. 24, 1967 ! :

Julylto  Oct 15to Dec. 3, 1966 Jan. 2l to
Type of service Total Oct. 14, Dec. 2, to Jan. 20, Feb. 23,
1966 1966 1967 1967

Number of bills

All services 2 .. ... 2,582,207 138,035 328, 082 893,765 1,222,325
......... 2,328,950 134, 369 313,928 920,060 1,060, 593

Physician services_._....__.

Surgical . .- 516,373 44,715 84,628 183,210 203, 820
Medical .. - 1,812,577 89,654 229,300 636, 850 856,773
Home health services_....................__.___ 38,939 (O] 2,518 13,821 22,600
Outpatient hospital services_____.___...__.___.__ 141, 606 433 2,671 35,610 102, 892
Independent laboratory services._ .. ... ......__ 30,429 1,320 3,586 9,172 16, 351
All other services4_ ... ... .. . ... . ..__ 38,001 1,821 4,635 13,573 17,972
Total reasonable charges (in thousands)
Allservices 2. __ ... . ... ... $217,871 $16,433 $32,785 $76, 811 $91, 842
Physician services. ... ... ... ... 209, 467 16,193 32,001 73,967 87,306
Surgical. ...l 98,416 9,419 16,846 35,048 37,103
Medical __._____ ... 111, 051 6,774 15,155 38,919 50,203
Home health services.._.____..____..._...._____ 2,373 (0] 202 883 1,288
Outpatient hospital services_ ____._____._.________ T 2,683 16 112 867 1,688
Independent laboratory services. .. _............. 983 55 133 297 498
All other services 4. .. . ... ... 1,992 159 270 660 903
Amount per bill
Allservices2____._ ... ______._____. $84 $119 $100 $86 $75
hysician services..... ... ... oo .. . 90 121 102 90 82
Surgical ... 191 211 199 191 182
Medical. .. 61 76 66 61 59
Home health se 6 ® 80 64 57
Outpatient hospital se 19 36 42 24 16
Independent laboratory se - 32 42 37 32 30
Allotherservices 4. _________________.__.._...._ 52 87 58 49 50

1 See footnote 1, table 2. i X
K ¢ Includes 4,281 bills, $371,480 in total reasonable charges, and $87 in amount per bill for which type of service is un-
nown,
3 Fewer than 50 bills, L,
4 Includes renta) of durable medical eouipment, ambulance service, internal and external prosthetic devices and ap-
pliances, and supplies.

C—HEALTH INSURANCE FOR THE AGED: THE STATISTICAL PROGRAM
By HOWARD WEST*
[Reprint from Social Security Bulletin, January 1967]

On July 1, 1966, the health insurance program for the aged under the Social
Security Act went into effcct. This program helps to close a major gap in the
economic security of the clderly by providing protection against the high costs of
hospital and medicel care. The program will have a significant impact on the
organization, provision, and financing of health and medical care in the country.
Information on the broad scope of benefits and thc large population group in-
volved is being incorporated in a comprehensive data-collection system that will
‘provide a means for cvaluating the effectivencss of the program.

This article describes briefly the provisions of the health insurance prograem for
the aged, outlines the various components of the statistical system for collection

*Director, Division of Health Insurance Studies, Office of Research and Statistics.
. AY
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and maintenance of data on the utilization and financing of hospital and medical
services and delineates the analytical studies envisioned. State data are presented
on the number of hospitals and home health egencies participating under the
program. Also presented are 3 months data on claims paid, based on the bills
received from hospitals that have been processed and approved for payment by
intermediaries under the hospital insurance program.

BASIC PROVISIONS OF LAW

The 1965 amendments to the Social Security Act added title XVIII to the Act,
which provides for two coordinated programs of health insurance for the aged:
a basic hospital insurance plan (part A) and a voluntary supplementary medical
insurance plan (part B).

Benefits

The hospital insurance program provides payment for a large part of the cost
of hospital services in a participating hospital for up to 90 days in a “spell of
illness” (a period beginning with the first day of hospitalization and ending 60
days after discharge from a hospital or an extended-care facility). The first
60 days of hospitalization are covered essentially in full after a deductible of $40.
For each of the remaining 30 covered days in a spell of illness, the patient pays $10
of the daily cost. The program pays 80 percent of the cost outpatient hospital
diagnostic services furnished during a 20-day period, after a deductible of $20. -

The program also covers the cost of care up to 100 days during a spell of illness
in a participating extended-care facility after transfer from a hospital following
a stay of 3 or more days, (This part of the program began January 1, 1967.)
The cost of the first 20 days is covered in full ; the patient pays $5 of the daily cost
for each of the remaining 80 covered days. For the cost of home health services,
up to 100 visits during the year are covered, following discharge from a hospital
(after a stay of at least 3 days) or from an extended-care facility.

The supplementary medical insurance program provides payment for 80 percent
of the reasonable charges for physician services and other covered services fol-
lowing payment by the patient of the first $50 of such charges during the calendar
year. The program covers the following services: physician services, regardless
of place of service ; up to 100 home health visits each year ; various other medical
and health services, such as diagnostic X-ray and laboratory tests; X-ray, radium,
and radioactive isotope therapy; prosthetic devices; and the rental of durable
medical equipment.

Eligibility

The nearly 19 million persons identified as eligible for the hospital insurance
benefits as of July 1, 1966, consist of all persons aged 60 or over who are entitled
to monthly cash benefits under the old-age survivors, and disability insurance
(OASDI) or railroad retirement programs and all other aged persons, except
retired Federal employees covered under the Federal Employees Health Benefits
Act of 1959 and aliens admitted for permanent residence but having less than.5
consecutive years of residence.

As of July 1, 1966, about 17.6 million persons (including retired Federal em-
ployees eligible for the supplemental program) had elected to contribute 03 a
month to pay their share of the premium for the supplementary medical insurance
plan. For approximately 1,000,000 persons receiving public assistance in 23 States,
the $3 premium will be paid by the State welfare agencies. About 30,000 retired
Federal employees are enrolled in the supplementary medical insurance program
but are not eligible to receive hospital insurance benefits.

The March issue of the Bulletin will carry data on the number, characteristics,
and State of residence of persons enrolled in the hospital and medical insurance
programs on July 1, 1966.

Financing Health Insurance Benefits

The hospital insurance program is financed on a long-range, self-supporting
basis through a separate schedule of increasing tax rates on the first $6,600 of
earnings, with the same rate for employees, employers, and self-employed persons.

1For a full description of the provisions of the health insurance program, see Wilbur J.
Cohen and Robert M. Ball, “Soclal Security Amendments of 1965 : Summary and Legislative
History,” Social Security Bulletin, September 1965 ; see also Robert M. Ball, “Health In-
surance for People Aged 65 and Over: First Steps in Administration,” the Bulletin,
February 1966. )




COSTS OF HEALTH SERVICES TO OLDER AMERICANS 169

The rate was 0.35 percent in 1966, it rose to 0.50 percent for 1967, and it is sched-
uled to increase until it is 0.80 percent in 1987 and thereafter. A separate trust
fund was established for the hospital insurance program. Included in the law is
a special provision to reimburse the hospital insurance trust fund from general
tax revenues for the costs of providing hospital insurance coverage for the almost
2.5 million persons not entitled to monthly social security or railroad retirement
cash benefits.

The voluntary medical insurance program is financed by $3 monthly premiums
from enrollees and a matching payment from general revenues of the Federal
Government. A separate trust fund has also been established for this supple-
mentary program.

Fiscal Intermediaries

Under the hospital insurance program, intermediaries are selected by each
hospital to act as the link between the hospitals and the Social Security Adminis-
tration. A vital role of the intermediaries is to review and pay hospital claims
for the costs of providing care to the beneficiaries. The intermediary makes these
payments to providers for covered items and services on the basis of reasonable
cost determinations and assists in the application of safeguards against unneces-
sary utilization of covered services.

Under the supplementary medical insurance program, insurance carriers are
selected by the Secretary of Health, Education, and Welfare to serve as inter-
meédiaries. The principal functions of these carriers are to determine the reason-
able charges in their respective areas for each medical care service paid for
under the program and to review and pay claims to or in behalf of beneficiaries
for the services provided.

The number and types of intermediaries for each of the health insurance pro-
grams are summarized below.

Type of intermediary Hospitalinsurance  Medical insurance
Total. ... .. 87 51
Blue Cross-Blue Shield 74 33
Commercial insurance companies. . . 11 15
Other. ... ... .. 12 23

1 New York Department of Health and the Social Security Administration, which deal
directly with 187 hospitals in 29 States, the District of Columbia, and Puerto Rico,
: 3Group Health Insurance, Inc., Nebraska Department of Public Welfare and the
Social Security Administration, which deal directly with more than 100 group-practice _
prepayment plans.

THE STATISTICAL SYSTEM

Characteristics of the system

The primary objective of the statistical system of the health insurance program
is the provision of data required to measure and evaluate the operations and the
effectiveness of the two parts of the program. The benefit payment operations
furnish the means of obtaining extensive, systematic, and continuous information
about the amount and kind of hospital and medical care services used by the aged,
as well as the costs of such services. The applications of hospitals and of extended-

care facilities to participate in the program provide data on the characteristics

of such providers of services. The claim number that is assigned to each individual
serves as the link between the various services utilized under the program and
the demographic characteristics of each individual recorded in the eligiblity files.

The data-collection system has two inherent characteristics that determine to
a considerable degree the scope, detail, and flexibilty of the available data. First,
data are collected and maintained on an individual basis so that the beneficiary
and his medical experience under the program form the basic unit. Second, records

for each bill paid under the hospital insurance program and for a sample of .

beneficiaries under the medical insurance program are maintained on a central-
ized basis. Except for intermediary operating statistices such as those relating to
workloads, time lags, costs, and the like, all program statistics are centrally
prepared.

The basic records

The statistical system is based on five distinct but related computer-tape record
systems: master eligibility record, provider record, hospital insurance (part A)
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utilization record, medical insurance (part B) payment record, and the record
containing a sample of medical insurance bills.

Master Eligibility Record.—The master eligibility record identifies each aged
person eligible for health insurance benefits and indicates whether he is entitled
to hospital benefits, to supplementary medical insurance benefits, or to both. The
master eligibility file was established by combining the existing OASDI and rail-
road retirement beneficiary records with the records created from the applications
of uninsured persons aged 65 and over to participate in the health insurance
program. The same sources are used to maintain the eligibility records on a
current basis—to add the newly aged, eliminate those who die, and identify those
who withdraw from the supplementary medical insurance program.

This record was used to create the health insurance card that was sent to each
insured person. The card contains the individual’s claim number (an adaptation
of the number used for OASDI or railroad retirement monthly cash benefit) and
indicates the eligibility of the individual for the two parts of the program.

The claim number is the link between the eligibility record and all other
records used in the program. The master eligibility record also contains informa-
tion identifying the State and county of residence, date of birth, sex, and color of
each enrolled person. In addition, the record has been further annotated to indi-
cate selected subgroups, such as public assistance recipients whose medical in-
surance premium is being paid by the State welfare agency, as well as other
major groups. The master eligibility record thus provides significant demographic
characteristics linked to the utilization and cost data for both parts of the pro-
gram. Finally, the eligibility record provides the population data for each part
of the program and therefore serves as the base for the computation of a variety
of utilization rates, limited only by its demographic content.

Provider Record.—Every hospital, home health agency, extended-care facility,
and independent laboratory must apply for participation in the hospital insur-
ance program in order to be reimbursed for services provided. Each institution
or agency must also meet the conditions of participation spelled out in the health
insurance provisions of the Social Security Act and by the regulations under the
Act. Designated State agencies, operating under agreement with the Department
of Health, Education, and Welfare, have the responsibility for determining the -
extent to which each institution or agency meets these health and safety condi-
tions for participation and for certifying those that satisfactorily do so.2

Data included on the application forms used by these institutions (SSA-1514
for hospitals, 88SA-1515 for home health agencies, SSA-1516 for extended-care
facilities, and SSA-1517 for independent laboratories) to indicate their desire
to participate and to provide needed information have been recorded in the cen-
tral provider record and will be updated as facilities are recertified periodieally,
as new ones apply for participation, or as some leave the program.

These application forms are the source for a variety of data on the character-
istics of hospitals, home health agencies, extended-care facilities, and independent
laboratories participating in the program.

The detailed information about each provider recorded in the statistical tapes
includes such items as the State and county in which the institution is located ;
the number of beds; type of control; the major types of services provided ; ac-
creditation status, medical school affiliation, and approved training programs;
staff characteristics, including the number of physicians, registered nurses, quali-
fied speech therapists; licensed practical nurses, home health aides, and other
skilled medical care personnel; the annual total of adult admissions and dis-
charges; the number of patient days and persons served; and the current reim-
bursement rate.

When the information in this provider file is combined with utilization data, it
serves to relate the characteristics of facilities and agencies that provide care to
the kinds and amounts of service used by the aged.

Utilization Record For Hospital Insurance.—The administration of the hos-
pital insurance program requires that two items of information be known about
each aged person at the time of his admission to a hospital—his eligibility under
the program arid the extent to which he has used the benefits available to him
under the “spell of illness” concept. It is therefore necessary to maintain a master
record of the number of days of care received by each aged person in a hospital

2For a full description of the conditions, see Social Security Administration. Conditions
for Participation for Hospitals (HIM-1), Conditions for . . . Home Health Agencies
(HIM--2), Conditions for . . . Extended Care Facilities (HIM-3), and Conditions for . . .
Independent Laboratories (HIM—4).
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or extended-care facility and of the number of home health visits received. This
central record system is maintained on computer tape by the Social Security
Administration.

When the patient is admitted to a hospital, the admission section of the In-
patient Hospital Admission and Billing Form (SSA-1453) is completed by the
hospital and forwarded through its intermediary to the Social Security Admin-
istration central record. As soon as the record is checked, normally in less than
24 hours, the hospital is informed of the patient’s eligibility status and of the
number of days remaining during the “spell of illness.” At discharge, the hospi-
tal completes the billing section of the form and sends it to the intermediary for
payment. When approval for payment has been made, the intermediary forwards
the claim to the Social Security Administration for recording in the central
record. Copies of admission and billing forms are handled in a comparable manner
by home health agencies (SSA-1487) and extended-care facilities (SSA-1478).
The outpatient diagnostic billing form (SSA-1483) is also transmitted to the
Social Security Administration for recording in the central record after the bill
is approved for payment by the intermediary.

All the information on utilization experience in hospital and extended-care
facilities that is needed to administer the “spell of illness” provision is recorded
in the central record. This information includes stays in nonparticipating insti-
tutions and days of care not covered or reimbursable under the program.

As a byproduct of the admission and billing procedures a history will be built
up for each individual that will permit the summarizing or cumulation of a con-
siderable variety of statistical information. The more important of these items
are the dates of admission to and discharge from hospitals and extended-care
facilities; length of stay, frequency of use, and discharge status (alive or dead) ;
charge and payment data (including both the covered and noncovered charges,
with the former separated with respect to the amount reimbursed and the de-
ductible and  coinsurance amounts not reimbursed); the payment source for
charges to patients; a report of one or more hospital discharge diagnoses, with the
primary diagnosis coded for a 20-percent sample of all beneficiaries ; surgical pro-
cedures, including the dates of surgery, with the procedure related to the primary
discharge diagnosis or the most significant procedure coded for the same 20-
percent sample ; and diagnostic information coded from all bills from home health
agencies and extended-care facilities. For outpatient diagnostic bills, diagnosis
and procedure data are coded for 40 percent of the beneficiaries.

Each admission and billing form contains both the beneficiary’s claim number
and the provider’s number, and the resulting tape record can be readily matched
to the beneficiary files and the provider files. By this process, a statistical tape
record is created that contains all the available information needed for tabulation
from the three files.

Payment Record For Medical Insurance..—Administration of the supplementary
medical insurance program does not require the establishment of a detailed cen-
tral record of providers since all licensed physicians and osteopaths are eligible
to participate in the program. No “spell of illness” concept is involved and pay-
"ment or reimbursement is made only after receipt by the carriers of bills having
reasonable charges exceeding $50 during a calendar period.?

Carriers nced to know from a central source only that the deductible has been
met; during the remainder of the calendar year, no additional information is
required for reimbursement or payment purposes.

For administration and operation of the program, the Social Security Ad-
ministration must have accurate and complete information on the amounts paid by
the carriers for physician services and for other services and supplies under this
part of the program. For outpatient psychiatric services, the maximum payment
limitation of $250 requires that a cumulative central figure be maintained. To
meet these needs, carriers were instructed to furnish a payment record consisting
of tape, punched card, or other machine-readable record of each bill paid. A
“bill” is defined as a request for payment from or in behalf of a beneficiary as the
result of services provided by a single physician or supplier.

The payment record also contains selected items of information needed to
provide an efficient basis for drawing samples of the bills. These items provide

3In figuring the $50 deductible, reasonable charges for services received between January
1 and December 31 are considered unless the $50 is not met until the last quarter of the
year. In such cases, charges for services received in the last 3 months of the year can be
used to meet the deductible for the next year.
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a sampling frame that will be used to draw additional small samples designed
to provide specific information not obtainable from the bills furnished for the
bhasic 5-percent sample of eligible persons under the medical insurance program.
(This sample is described in a later section.)

The items in the payment record are:

1. Code number assigned by the carrier to each physician and medical
supplier

2. Physician’s specialty and board certification

3. Identification of medical degree (M.D., D.O., or D.D.S.)

4. Dollar amount of the reasonable charge as determined by the inter-
mediary for the most expensive procedure itemized on the bill

5. Place (office, home, inpatient hospital, extended-care facility, outpatient
hospital, independent laboratory, other) where the most expensive proce-
dure took place

6. Type of service represented by the most expensive procedure (surgery,
medical care, consultation, diagnostic X-ray, diagnostic laboratory, radia-
tion therapy, anesthesia, assistance at surgery, other)

7. The number of dates of service shown on the bill

8. The number of dollar charges shown on the bill

9. Indication of payment to beneficiary or to the physician

10. Indication of whether the illness or injury requiring treatment was
employment-related.

Sample of Bills Under Medical Insurance.—While the payment record provides
a rapid method for summarizing payment data and a sampling frame for effi-
ciently drawing additional samples of bills, it does not provide specific data on
diagnoses, procedures, and related charges.

Basic statistics on the utilization of physician and other services covered under
the supplementary medical insurance program are derived from a continuous
sample of the bills paid by intermediaries to or in behalf of 5 percent of all
enrolled persons. Intermediaries have been given specific digits of the health
insurance claim number to be used in selecting the sample. The payment record
for all bills provides the information needed to assure the Social Security Ad-
ministration that the sample is complete.

The Request for Payment Form (SSA-1490) is designed to provide information
on the time and place of each service, the exact procedure carried out or service
provided, the.condition treated (diagnosis), and the physician’s or supplier’s
charge for the specific service.

For nonsurgical medical services, this information will provide comprehen-
sive and descriptive data on the type of services provided by the physician dur-
ing each visit. For surgical cases, where the usual practice is to report the surgi-
cal procedure, the diagnosis, and the charge without specifying the number of
times the patient may have been seen by the surgeon, the statistical unit will be
the surgical procedure and not the visit.

As previously indicated, data reflecting physician and other services are based
on bills paid. For persons in the 5-percent sample to and for whom payment is
made under the program, all their bills, including those used to meet the annual
$50 deductible, will be included in the sample and coded. Data will not, however,
be available through these procedures for persons in the sample who do not meet
the $50 deductible. Such data are being collected by means of the Current Medi-
care Survey, which will be described in detail in a subsequent issue of the
Bulletin.

For hospital-based physicians who have authorized the provider to collect the
fee for their services, Form SSA-1554 (Provider Billing for Patient Services by
Physicians) is used. This form is to be completed for each patient. It also includes
descriptive information on the date and place of each service, the diagnoses,
procedures, and the charges. The same form will be furnished for the 5-percent
sample of beneficiaries.

INITIAL OPERATING DATA

The statistical system outlined above will provide considerable data about the
providers of services, the characteristics of the aged persons enrolled, and the
utilization and financing of health services under the hospital and medical insur-
ance programs. Basic program operating data will be reporited in the Bulletin
and in special reports to be issued by the Office of Research and Statistics as
the data become available.
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This first report presents State data on the number of participating hospitals
and home health agencies as well as selected characteristics of the providers on
a national basis. Preliminary data on the number and amount of inpatient hospital
claims approved for payment under the hospital insurance program during the
first 3 months of operation have also been reported. Because of lags in report-
ing and recording the data on the statistical tape record, these data are in-
complete and will be revised each month in a new series of tables to be published
monthly in the Bulletin, which will also publish a monthly series on claims paid,
based on the bills received from physicians or enrollees that have been processed
by intermediaries under the supplementary medical insurance program.

Participating providers

As of September 30, 1966, there were 6,680 hospitals and 1,400 home health
agencies certified for participation in the program. Certifications are made by
State agencies to the Department of Health, Education, and Welfare indicating
that the providers meet the conditions for participation promulgated by the
Secretary of Health, Education, and Welfare. A participating provider is a
certified institution that has entered into an agreement with the Social Security
Administration not to make charges for covered items and services except
deductibles and coinsurance amounts; to return any money incorrectly collected ;
and to provide services on a nondiscriminatory basis in compliance with title
VI of the Civil Rights Act of 1964. Approximately 280 hospitals that had applied
for participation in the program were not certified, on the basis of noncompliance
with the standards. This number does not reflect an unknown rumber of hospitals
that withdrew their applications when it appeared certain that they could not
meet the standards and be certified. At the same time, about 175 additional
hospitals failed to meet the civil rights requirements.

Hospitals and other providers of service could have been certified for par-
ticipation under the program if they were found to be in substantial compliance
with the conditions for participation, despite the fact that significant deficiencies
were found with respect to one or more standards. In order to be certified as
being in substantial compliance in the presence of significant deficiencies, the pro-
vider must be in general compliance with the initial statement of each condition,
must develop an adequate plan to correct the deficiencies, and the deficiencies
must not be so serious as to interfere with adequate care or represent hazards
to health and safety. Of the 6,680 hospitals that are now participating under the
program, more than 2,000 have significant deficiencies with respect to one or
more conditions of participation. A third of these hospitals are reported to have
significant deficiencies in six or more conditions of participation, including prob-
lems with respect to medical staff, pharmacy, nursing services, dietary arrange-
ments, medical records, and physical environment.* State agencies are now in the
process of assisting hospitals to upgrade their facilities, staff, or services so that
their deficiencies will be reduced.

Table 1 gives the number of participating hospitals and beds by type of facility,
geographic division, and State. Data are presented for the 6,526 hospitals that
were recorded in the provider record as of September 30. The remaining 154
hospitals were certified but not recorded because the data were incomplete. Data
on number and type of hospitals do not agree with those reported by the Ameri-
can Hospital Association in their annual guide issue® and by other agencies for
several reasons. As indicated above, the group of hospitals participating under
the Social Security Act excludes those denied and those not applying for certifi-
cation. The American Hospital Association does not accept hospitals with less than
six beds for registration; there is no such limitation for participation under the
certification requirements. In addition, the participating hospitals include about
100 general hospitals that are actually distinct parts of psychiatric and tubercu-
losis hospitals not accredited by the Joint Committee an Accreditation of Hospi-
tals and represent the active-care medical and surgical beds in these facilities.
In some instances, active-care psychiatric units of the same hospitals may also
be counted here as psychiatric hospitals. At the same time, a number of medical
centers are counted as one hospital while, in other cases, different components
of the medical centers are counted separately. Finally, only adult-care beds are
reported by hospitals participating under the program.

+John W. Cashman, Medicare: Standards of Service in a New Program—Licensure—
Certification—Accreditation er presented at the 94th Annual Meeting of the American
Public Health Association, éan rancisco, California, October 31, 1966.

& Hospitals (Journal of the Amerlcan Hospltal Assoclation) Guide Issue, August 1, 1966.

83-481 0—67—pt. 1.
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TABLE 1.—HEALTH INSURANCE FOR THE AGED—NUMBER OF PARTICIPATING HOSPITALS AND BEDS, BY
TYPE OF FACILITY, GEOGRAPHIC DIVISION, AND STATE, AS OF SEPTEMBER 30, 1966

Total 2 General 3 Psychiatric Tuberculosis
Geographic division and State -
Hospitals  Beds4 Hospitals Bedst Hospitals Bedst Hospitals Beds¢

United States_.__._.._ 6,526 1,201, 447 6,111 798,150 305 379,799 110 23,498
New England___.__.._______ 374 93,960 335 59,814 31 32,99 8 1,150
Maine_____________..___ 61 4, 866 59 4,266 1 485 1 115
New Hampshire R 34 5, 012 32 2,530 1 2,400 1 82
Vermont.______ - 24 3,715 21 1,790 2 1,850 1 75
Massachusetts. . . 186 53,495 166 36,320 16 16,597 4 578
Rhode Island.__ R 19 7,20 15 4,671 3 2,231 1 300
Connecticut______._____ 50 19,670 42 10,237 8 ,433 0 0
Middle Atlantic_.___________ 793 284,288 724 155,923 62 126,943 7 1,422
New York_..._._____..__ 390 154,926 356 78,350 30 75904 4 672
New Jersey R 117 42,621 107 23,799 8 18,132 2 690
Pennsylvania____.______ 286 86,741 261 53,774 24 32,907 1 60
East North Central. ... ______ 1,124 246,976 1,010 164,443 69 74,639 45 7,894
Ohio_..__..._.__..____. 252 67,748 216 43,007 18 22,271 17 2,470
Indiana. . R 131 23,709 118 17,267 8 , 829 5 613
Nlinois. . 286 72,973 261 45,509 16 25,218 9 2,246
Michigan. 278 58,683 252 38,271 18 18,341 8 2,071
Wisconsin_____._______. 177 23,863 163 20,389 8 , 980 6 494
West North Central_________. 889 111,300 843 78,59 32 31,065 8 1,641
Minnesota._____________ 193 25,768 183 18,513 7 6,951 3 304
lowa__ . _ . 144 15,776 139 13,424 4 2,096 1 256
Missouri. . _ _ 167 33,282 156 21,783 10 11,834 1 665
North Dakota_ R 57 5,157 56 3,462 1 1,695 0 0
South Dakota_ ) 62 4,931 61 3,181 1 1,750 0 0
Nebraska_.__ 103 9,532 99 6,637 3 2,765 1 130
Kansas._.____________. 163 15,854 155 11,594 6 3,974 2 286
South Atlantic.__.._________ 765 137,960 723 97,524 30 35676 12 4,760
Delaware.____.________. 9 2,764 7 1,588 1 1,001 i 175
Maryland._______ 61 23,695 50 11,960 10 11,235 1 500
District of Columbia_____ 15 12,017 13 , 312 2 6,705 0 0
Virginia______.___ 100 14,181 97 13,582 1 145 2 454
West Virginia_ . _ 84 10,003 80 , 377 4 1,626 0 0
North Carolina.__ 142 18,41 136 16,619 2 358 4 1,494
South Carolina__ . 66 12,038 64 6,633 2 5,405 [} 0
Georgia_____.__ 121 , 286 117 12,408 3 197 1 681
Flovida_______.____ ____ 167 31,508 159 21,045 5 9,004 3 1,456
East South Central_.____ __ 426 46,667 405 39,420 9 5,146 12 2,101
Kentucky.__.._____.___ 124 16,122 113 10,711 5 4,502 6 909
Tennessee 148 17,061 140 15,437 3 585 5 1,039
Alabama.__..._____ 105 9, 880 103 9, 668 1 59 1 153
Mississippi 49 3,604 49 3,604 0 0 0 0
West South Central__ .. ____ 859 82,794 841 66,988 14 13,960 4 1,846
Arkansas 99 8, 883 97 7,455 2 1,428 0 0
Louisiana 87 10,415 85 9,705 2 710 0 0
Oklahoma 144 14,734 141 9,766 3 4,968 0 0
LI 529 48,762 518 40,062 7 6,854 4 1,846
Mountain______________.___ 384 38,512 368 32,100 13 5,976 3 436
Montana.__..____._____ 65 3,683 62 3,246 1 142 2 295
Idaho...__________ .. ___ 45 2,224 45 2,224 0 0 0 0
Wyoming..____________ 29 2,207 27 1,444 2 763 0 0
Colorado______._____ ... 88 16,068 83 12,182 5 3,886 0 0
New Mexico 46 3,318 44 , 051 2 267 0 0
Arizona__________ 58 5,528 55 5,269 2 118 1 141
|1 33 3,861 32 3,061 1 800 0 0
Nevada_.___..__. 20 1,623 20 1,623 0 0 0 0
Pacific._ ... ... _______ 811 148,614 761 86,419 42 51,004 8 1,191
Washington______. 120 14,664 113 10,795 5 3,445 2 424
Qregon._ 8 14,435 81 10,065 4 4,191 1 179
Californ 560 115,133 525 72,121 31 42,456 4 556
Alaska_ 18 83l 16 574 1 225 1 32
Hawaii. ... . .._.___ 27 3,551 26 2,864 1 687 0 0

|
|
|
!

Sec footnotes on next page.
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TABLE 1.—HEALTH INSURANCE FOR THE AGED—NUMBER OF PARTICIPATING HOSPITALS AND BEDS, BY
TYPE OF FACILITY, GEOGRAPHIC DIVISION, AND STATE, AS OF SEPTEMBER 30, 1966 1—Continued

Total 2 General 3 Psychiatric Tuberculois
Geographic division and State

Hospitals Beds¢ Hospitals Bedst Hospitals Beds¢ Hospitals Beds+*

Other jurisdictions..._...._. 101 10,376 95 6,925 3 2,394 3 1,057
American Samoa_._..... 1 145 1 145 0 0 0 0
Guam.___._ ... 1 199 1 199 0 0 0 0
Puerto Rico_____....__._ 94 9, 826 88 6,375 3 2,934 3 1,057
Virgin islands_________. 5 206 5 206 0 0 0 0

l Excludes approxlmately 150 hospltals certified for participation, but not recorded in the provider record.
4 Feder. 17 Christian Science sanatoriums.

3 Sh:m-stay and long-ste;'y hnspntals
4 Adult beds only; for phsychiatric and tuberculosis institutions not accredited by the Joint Commission on Accredita-
tion of Hospitals, only active care beds are included.

TABLE 2.—HEALTH INSURANCE FOR THE AGED—NUMBER AND PERCENTAGE DISTRIBUTION OF PARTICIPATING
HOSPITALS AND BEDS, BY TYPE OF CONTROL AND TYPE OF HOSPITAL, AS OF SEPT. 30, 1966

Number Percentage distribution
Type of control Total 1 General 2 Psy- Tubercu- Totalt  General 2 Psy- Tubercu-
chiatric losis chiatric losis
Hospitals

Total._...__.__.. 6, 526 6,111 305 110 100.0 100.0 100.0 100.0
Stated___ ... ... .. .. 440 192 196 52 6.7 3.1 64.3 47.3
Local ... __......... 1,535 1,485 5 45 23.5 24.3 1.6 40.9
Voluntary 3,624 3,557 58 9 55.5 58.2 19.0 8.2
Proprietary 927 877 46 4 14.2 14.4 15.1 3.6

Beds 4

Total __.._...___. 1,201,447 798,150 379,799 23,498 100.0 100.0 100.0 100.0
Stated. _...._.______... 428,686 62,168 353,464 13,054 357 7.8 93.1 85.6
Local........._.... 185,109 170,658 5,444 9, 007 15.4 21.4 1.4 38.3
Voluntary_._._.._...... 534,161 516,075 17,043 1,043 44.5 64.7 4.5 4.4
Proprietary.___..._..... 53,491 49,249 3,848 394 4.5 6.2 1.0 1.7

1 |ncludes 4 Federal hospitals; excludes 17 Christian Science sanatoriums.

ZShort-stay and Iong-stay hospntals

3 4 Federal h

4 Adult beds only: for psychlatrlc and tuberculosis institutions not accredited by the Joint Commission on Accreditation
of Hospitals, only active-care beds are included.

TABLE 3.—HEALTH INSURANCE FOR THE AGED—NUMBER AND PERCENTAGE DISTRIBUTION OF PARTICIPATING
HOSPITALS, BY SIZE AND TYPE OF HOSPITAL, AS OF SEPT. 30, 1966

Number Percentage distribution

Number of beds
Totalt  Generalz Psychi- Tubercu- Totalt General2 Psychi- Tubercu-

atric losis atric losis

Total._________.__. 6, 526 6,111 305 110 100.0 100.0 100.0 100.0
Under24____ . ._._.__ 653 650 2 1 10.0 10.6 .7 .9
25t049.__ 1,562 1,538 21 3 23.9 25.2 6.9 2.7
50t099.... -- 1,622 1,547 52 23 24.9 25.3 17.0 20.9
100 to 199__ 1,275 1,192 43 40 19.5 19.5 14.1 36.4
200 to 299 - 609 575 20 14 9.3 9.4 6.6 12.7
300 to 399.. 303 286 4 13 4.6 4.7 1.3 11.8
400t0499_..__ ... 150 140 7 3 2.3 2.3 2.3 2.7
500 and over..__._....... 352 183 156 13 5.4 3.0 51.1 11.8

Lincludes 4 Federal hospitals; excludes 17 Christian Science sanatoriums.

2 Short-stay and Iong-stay hospltals
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TABLE 4.—HEALTH INSURANCE FOR THE AGED—NUMBER AND PERCENTAGE DISTRIBUTION OF PARTICIPATING
HOSPITALS, BY SIZE AND TYPE OF CONTROL, AS OF SEPTEMBER 30, 1966

Number Percentage distribution
Number of beds

Total! State? Local Volun- Propri- Totai! State? Local Volun-  Propri-

tary etary tary etary

Total_._........... 6, 526 440 1,535 3,624 927 1000 100.0 100.0 100.0 100.0
Under24 .. . __....____. 653 41 195 21 1% 10,0 9.3 12.7 6.1 211
251049 ... ____. 1,562 12 498 710 342 239 2.7 324 196 36.9
S0to99_________. 1,622 44 424 895 259 249 10,0 27, 24.7 21.9
100t 199 ___._. . L2715 70 213 887 105 19.5 159 139 245 11.3
200 to 299. 609 42 79 466 22 9.3 9.5 51 129 2.4
300 to 399. 303 27 230 4.6 6.1 2.9 6.3 .2
400 to 499____ 150 15 21 113 2.3 3.4 1.4 31 1
500 and over.. 352 19 61 102 ...... 5.4 430 4.0 2.8 ...

t Includes 4 Federal itals; excludes 17 Christian Science sanatoriums.

ederal hosp N
2 Includes 4 Federal hospitals.

Hospitals

The 6,526 hospitals recorded as participating include 1.2 million adult beds.
General hospitals comprise 94 percent of the total and include 66 percent of the
beds. Only 5 percent of the hospitals and 32 percent of the beds are in participat-
ing psychiatric hospitals. The remaining 1 percent of the hospitals and 2 percent
of the beds are in tuberculosis hospitals.

Analysis of the hospital data by type of control shows that the vast majority
of the general hospitals are nongovernmental and mainly under voluntary con-
trol. Of the 6,111 general hospitals participating under the program, 58 percent
are voluntary hospitals and include 65 percent of the general hospital beds. Beds
in local government general hospitals constitute 21 percent of the total (table 2).

As would be expected, the type of control in participating psychiatric and
tuberculosis hospitals is different from that of general hospitals: 9 out of 10
psychiatric hospital beds and 6 out of 10 tuberculosis hospital beds are in State-
owned facilities.

Participating psychiatric and tuberculosis hospitals also differ from participat-
ing general hospitals in terms of number of beds (table 3). The general hospitals
are considerably smaller: about three-fifths have fewer than 100 beds, compared
with less than one-fourth for the psychiatric and tuberculosis hospitals. More
than half the psychiatric hospitals have 500 beds or over.

Hospital size varies considerably with type of hospital control (table 4). State
hospitals are by far the largest, with 43 percent in the 500-or-over bed category.
This category includes no proprietary hospitals and only 4 percent and 3 percent,
respectively, of the local and voluntary hospitals. The smallest participating
hospitals are proprietary, with 86 percent having fewer than 100 beds and one-
fifth with fewer than 25. Local government hospitals are also relatively small,
with nearly three-fourths in the less-than-100-bed category.

Agencies offering service
Type of service —_——

Number Percent

Physical therapy_. .. .. ... .. ... 918 72.0
Occupational therapy. .. R . 190 14.9
Speech therapy.._._. .- - 287 22.5
edica! social service. I 260 20.4

Home health aide. . _.___ . . . .. ... ._.____ 455 35.7
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TABLE 5.—HEALTH INSURANCE FOR THE AGED—NUMBER OF PARTICIPATING HOME HEALTH AGENCIES, BY TYPE
OF AGENCY, GEOGRAPHIC DIVISION, AND STATE, AS OF OCT. 15, 1966!

. Combination
Visiting  government  Official Hospital
Geographic division and State Total nurse and health based Other
association  voluntary agency program
agency
United States_____........._. 1,215 506 83 5719 81 26
New England. ... .. ... 325 243 8 60 12 2
Maine.. .. __ooooeeaiao. 13 10
New Hampshire__.__........... 28 23
Vermont. ______ . ... _ 5 5
Massachusetts. 151 100
Rhode Island 2. 25 23
Connecticut_____ 103 82
Middle Atlantic_._______........._ 212 107
New York. 97 30
New Jersey. 52 29
Pennsylvania 63 48
East North Central_______.._....... 225 69
(0] 89 20
Indiana_. .. .. ... ... 17 7
iN0IS . oo oo e et 41 17
Michigan_._ ... ... 36 11
Wisconsin_._____._............ 42 14
West North Central___._._..._.._.__. 87 18
Minnesota___________........__ 25 3
lowa. oo 14 10
Missouri. ... ... .._ 13 3
North Dakota.._....._......._. 6
South Daketa...__._...._.._____ 3
Nebraska___ ... . ........... 4 1
Kansas. .. ... ....... 22 1
South Atlantic___.__........... .. 124 18
Delaware 3 1
Maryland 25 1
2 1
Virginia? 5 4
15 2
12 e
1
10 1
51 8
100 4
3 1
74 1
3 2
Mississippi. 20 ..
West South Central___